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Dear  Reader: 

Early  in  1993,  under  the  direction  of  its  Executive  Committee,  the  Research 
Bureau  began  a special  study  of  the  financial  condition  of  the  City  of  Boston.  Shortly 
thereafter.  Mayor  Flyim  announced  that  the  City  faced  a $40  million  gap  between  the 
City’s  revenues  and  the  expenditures  required  to  maintain  city  services  at  a reasonable 
level.  Community  leaders,  including  the  Coordinating  Committee,  asked  the  Boston 
Municipal  Research  Bureau  to  examine  the  information  presented  by  the  City  and  to 
provide  a review  and  analysis  of  that  information. 

A short  time  later,  the  Mayor  announced  that  he  would  be  leaving  his  position  to 
become  the  American  Ambassador  to  the  Vatican.  A new  Mayor  would  have  to  deal 
with  the  City’s  finances  and  its  future.  This  prompted  the  Research  Bureau  to  broaden 
its  study  so  that  it  would  provide  a comprehensive  review  of  the  City’s  finances  and  could 
serve  as  a blueprint  for  the  new  Mayor. 

The  Research  Bureau’s  study  has  been  completed  just  as  the  two  finalists  in  the 
race  for  the  Mayor’s  Office  have  been  selected.  In  the  preliminary  elections,  the  two 
finalists  and  the  other  candidates  focused  on  issues  of  education,  safety  and  jobs.  There 
was  little  discussion  of  the  financial  condition  of  the  City  and  of  the  steps  that  would 
have  to  be  taken  to  finance  improvements  in  education,  to  pay  for  additional  policemen 
and  to  provide  other  city  services. 

The  Research  Bureau’s  report  provides  accurate,  objective  data  relating  to  the 
City’s  fiscal  history  and  present  condition.  It  also  provides  a look  into  Boston’s  fiscal 
future.  Most  importantly,  it  identifies  a gap  between  present  revenues  and  the  level  of 
expenditures  felt  necessary  to  sustain  the  delivery  of  basic  public  service  for  all  those 
who  live  smd  work  in  Boston  and  those  who  come  to  visit.  The  report  provides  a 
number  of  recommendations,  identifying  steps  the  City  can  take  to  reduce  the  gap.  It 
also  suggests  that  State  action  is  required. 

This  report  is  another  example  of  the  valuable  work  of  the  Boston  Municipal 
Research  Bureau,  a private  enterprise,  serving  the  public  since  1932. 


Sincerely, 
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EXECUTIVE  SUMMARY 


I.  Introduction 

The  next  Mayor  of  Boston  will  assume  office  at  a time  when  the  City  faces  one  of  its  most  serious  financial 
challenges  in  recent  times.  At  stake  is  the  City’s  ability  to  sustain  the  delivery  of  basic  public  services  to 
those  who  live  and  work  in  Boston.  The  City  has  emerged  from  a four  year  period  of  declining  revenue 
growth  and  revenue  decreases,  which  has  caused  actual  spending  to  increase  by  only  3%  while  inflation  grew 
by  19%.  That  required  cuts  in  spending,  which  were  accomplished  through  improved  management 
efficiencies  and  service  reductions.  Drawing  down  reserves  and  using  non-recurring  revenues  helped  mitigate 
the  cuts  but  those  sources  are  far  less  available  now.  Boston  has  managed  the  challenges  of  a prolonged 
economic  downttim  and  state  aid  cutbacks  to  end  each  of  the  last  eight  years  with  operating  surpluses. 

Today,  the  City  is  in  a fiscal  straightjacket  with  its  two  largest  revenue  sources,  representing  72%  of  total 
operating  revenues,  restricted  by  legal  limits  or  change  in  state  policy.  The  inherent  limitations  of  Boston’s 
revenue  structure  are  not  sufficient  to  maintain  the  growth  of  expenditures  facing  the  City  in  the  foreseeable 
future.  Boston  is  at  a crossroad.  Its  problems  are  manageable  but,  fundamental  changes  are  required  now. 

Looking  ahead,  the  City  of  Boston  faces  a structured  revenue  gap  of  between  $20  to  $25  million  in  fiscal 
1994,  based  on  the  Bureau’s  analysis  of  the  City’s  service  needs  and  its  available  revenues.  The  structural 
gap  is  projected  to  increase  to  between  $25  to  $30  million  in  fiscal  1995.  Despite  the  projection,  the  City’s 
actual  fiscal  1994  budget  is  balanced  and  expenditures  are  expected,  with  prudent  management,  to  stay  within 
existing  revenues.  The  gap  estimate  assiunes  a reasonable  restoration  of  service  cuts  not  in  the  budget  and 
allows  for  salary  incre<ises  for  employees,  consistent  with  contracts  already  negotiated,  without  requiring 
departments  to  absorb  any  of  the  additional  costs.  The  problem  of  the  gap  cannot  be  solved  by  the  City 
alone.  Boston  must  continue  to  provide  basic  services  through  more  efficient  management  and  by  increasing 
its  own  source  revenues.  State  action  will  also  be  necessary  to  help  insure  that  the  Commonwealth’s  capitol 
city  will  be  able  to  provide  services  adequately  for  all  those  who  live,  work  and  visit  in  Boston. 

A separate  report  on  the  financial  operation  of  Boston  City  Hospital  will  be  released  by  the  Bureau  shortly. 
While  not  summarized  in  this  report,  the  findings  were  incorporated  into  the  Bureau’s  budget  projections  for 
fiscal  1994  and  fiscal  1995. 


II.  Boston’s  Fiscal  Histoiy 

The  story  of  Boston’s  finandzd  situation,  as  told  by  an  analysis  of  its  revenues  and  expenditures,  is  one  of 
financial  management  challenges  during  times  of  growth  and  during  times  of  economic  stress.  It  is  also  a 
story  about  the  inherent  limitations  of  Boston’s  revenue  structure  with  its  growing  reliance  on  statutorily- 
restricted  property  taxes  and  concern  about  spending  pressure  and  deferred  costs  that  will  mzike  it  more 
difficult  for  the  City  to  balance  its  budget  in  the  future.  The  story  also  contains  chapters  about  missed 
opportunities  to  improve  service  delivery  through  changes  in  employee  contracts  and  over-reliance  on  non- 
recurring revenues.  A look  at  Boston’s  financial  past  from  fiscal  1984  through  fiscal  1993  will  help  to 
understand  Boston’s  financial  futme. 

A.  Revenue  Trends 

• Over  the  last  ten  years  through  fiscal  1993,  Boston’s  general  fund  revenues  have 
increased  by  51%  to  $1324  billion,  which  in  constant  dollars  translates  into  an 
increase  of  4%. 

• From  fiscal  1989  to  fiscal  1993,  the  City’s  operating  revenues  increased  by  only  3%, 
which  represented  a decrease  of  14%  in  constant  dollars.  In  dollar  terms,  since 
fiscal  1989,  Boston’s  revenues  have  increased  by  $36  million,  which  equates  to  a 
decrease  of  $142  million  in  constant  dollars. 

• Boston  relies  heavily  on  the  property  tax  and  state  aid,  which  together  represented 
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72%  of  total  general  fund  revenues  in  fiscal  1993.  This  heavy  reliance  points  to  the 
lack  of  revenue  diversity  for  the  City. 

• The  property  tax  levy,  which  totaled  $591  million  in  fiscal  1993,  has  been  the 
revenue  workhorse  for  Boston.  The  tax  levy  has  provided  a larger  share  of  total 
general  fund  revenues,  increasing  to  45%  in  fiscal  1993,  up  from  36%  in  fiscal  1989. 

• State  aid  for  Boston,  which  totalled  $357  million  in  fiscal  1993,  has  been  cut  by  $73 
million  or  17%  since  fiscal  1989,  which  in  constant  dollars  represented  a cut  of  $106 
million  or  30%. 

B.  Expenditure  Trends 

• City  operating  expenditures  increased  by  44%  to  $1,324  billion  over  the  past  ten 
years  and  kept  pace  with  inflation,  which  increased  by  45%  during  that  time.  In 
constant  dollars,  city  spending  increased  by  only  $4.4  million  or  0.5%. 

• In  the  past  four  years  through  fiscal  1993,  Boston’s  general  fund  expenditures 
increased  by  $44  million  or  3%,  which  translated  into  an  average  annual  increase  of 
0.8%.  Real  cuts  in  departmental  services  occurred  as  budgets  were  required  to 
absorb  the  inflationary  growth  of  19%  during  this  time.  In  constant  dollars, 
operating  expenditures  from  fiscal  1989  through  fiscal  1993,  decreased  by  $135 
million  or  13%. 

• The  Flynn  Administration’s  response  to  this  situation  was  to  prioritize  spending  in 
departments  of  Police,  Fire,  School,  Hospital  and  Sheriff.  Consequently,  the 
remaining  city  departments,  which  represented  only  14%  of  total  expenditures,  were 
required  to  cut  spending  by  17%  from  fiscal  1989  through  fiscal  1993.  Departments 
in  this  group  include  Parks  (-31%),  Assessing  (-29%)  and  Public  Facilities  (-22%). 

C.  State  vs.  Local  Aid  Spending 

• From  fiscal  1984  to  fiscal  1989,  state  aid  increased  by  an  average  of  $28  million 
each  year.  From  fiscal  1989  to  fiscal  1993,  state  aid  decreased  by  am  average  of  $18 
million  each  year.  In  fiscal  1994,  Boston’s  state  aid  increased  by  $8.5  million. 

• State  aid  to  municipalities,  from  fiscal  1988  to  fiscal  1993,  was  cut  disproportionately 
in  relation  to  other  major  state  budget  accounts  as  the  Commonwealth  cut  spending 
to  stabilize  its  own  financial  piosition. 

• During  that  time,  state  spending  increased  by  $3.2  bUlion  or  28%,  while  support  for 
local  government  decreased  by  $345  million  or  12%.  In  the  same  period,  spending 
for  Medicaid  increased  by  88%,  for  MBTA  by  87%  and  for  debt  service  by  109%. 

D.  Boston ’s  Work  Force  Changes 

• Boston’s  dty-funded  work  force  as  of  January,  1993,  was  18,042,  which  represented 
a decrease  of  569  positions  or  3%  since  January,  1984  and  a drop  of  1,902  positions 
or  10%  since  January,  1989. 

• The  City’s  total  departmental  payroll  actually  decreased  by  2,373  positions  or  12%  if 
the  increases  in  the  Suffolk  Coimty  work  force  are  excluded. 
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• The  number  of  employees  paid  from  city  funds  is  an  important  indicator  of  the 
City’s  financial  condition.  The  cost  of  employee  salaries  and  overtime  represented 
62%  of  total  departmental  spending  in  fiscal  1993. 

• Departments  registering  the  largest  work  force  decreases  over  the  last  four  years 
include  Health  and  Hospitals  (-823),  School  (-762)  and  Public  Works  (-143). 


III.  Assessment/Property  Tax 

The  property  tax  is  Boston’s  largest  revenue  source,  which  in  fiscal  1993  represented  45%  of  total  general 
fund  revenues.  The  tax  levy  provides  a stable  base  of  revenue  as  it  has  been  less  subject  to  changes  in  the 
economy  than  other  taxes.  However,  the  amount  of  revenue  Boston  is  able  to  generate  from  the  property 
tax  is  limited  in  law  by  Proposition  2‘/2  and  in  practice  by  the  extent  to  which  it  becomes  a disincentive  for 
investment. 

A.  Property  Tax  Levy 

• Boston’s  property  tax  levy  (net  of  overlay  reserve)  was  $591  million  in  fiscal  1993, 
an  increase  of  89%  over  the  last  10  years.  In  constant  dollars,  the  levy  increased  by 
30%  during  this  time. 

• The  levy  increased  due  to  the  normal  2.5%  increase  over  the  prior  year’s  levy  limit 
and  because  of  significant  new  growth,  which  accounted  for  over  60%  of  the  levy 
increeise  since  fiscal  1984.  The  slowdown  of  the  economy  will  limit  the  levy  increase 
from  new  growth  in  the  foreseeable  future. 

• The  City  faces  a potential  abatement  problem  in  the  next  few  years  as  assessments 
in  fiscal  1990  and  fiscal  1991  were  not  reduced,  following  the  drop  in  market  values. 

B.  Classification  of  Property 

• The  impact  of  cltissification  in  Boston  has  been  to  shift  the  property  tax  burden  to 
business  property.  The  value  of  business  property  as  a percent  of  total  has  declined 
from  54%  to  40%  over  ten  years,  but  its  share  of  the  levy  has  remained  the  same. 

• In  fiscal  1993,  total  taxable  property  m the  City  was  valued  at  $27  billion.  Business 
property  represented  40%  of  the  value  but  paid  70%  of  the  tax  levy.  Conversely, 
residential  property  represented  60%  of  value  but  paid  30%  of  the  levy. 

C.  Property  Tax  As  Disincentive 

• Boston’s  business  tax  rate  of  $39.99  in  fiscal  1993  increased  by  78%  since  fiscal 
1989,  while  the  residential  rate  of  $12.88  increased  by  62%.  Property  taxes  for  a 
business  property  will  be  over  three  times  higher  than  for  a residential!  property  of 
the  same  value. 

• The  effective  tax  rate  for  business  in  fiscal  1993  was  4.0%  and  is  expected  to 
increase  to  4.2%  this  year.  The  residential  effective  tax  rate  in  fiscal  1993  was 
1.1%.  The  effective  tax  rate  is  the  proportion  of  taxes  paid  to  assessed  value. 

• The  business  effective  tax  rate  of  4.0%  exceeded  the  rate  in  all  local  competing 
communities,  creating  a disincentive  for  economic  development  in  Boston.  The 
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fiscal  1993  business  effective  tax  rate  was  2.7%  in  Framingham,  2.4%  in  Malden 
and  2.9%  in  Quincy. 

D.  Reaching  the  Levy  Ceiling 

• In  fiscal  1992  and  fiscal  1993,  Boston’s  taxable  assessed  value  decreased  by  $9 
billion  or  27%.  Due  to  the  reduction  of  value  and  increase  in  the  levy,  Boston’s 
overall  effective  tax  rate  in  fiscal  1993  was  23%  and  is  expected  to  reach  2.4%  in 
fiscal  1994. 

• In  fiscal  1994,  the  City’s  taxable  value  will  likely  decrease  by  2%  based  on  extensive 
analysis  of  changes  in  median  sale  prices  by  class  over  several  years,  changes  in 
leases  and  ourent  2tssessment  to  sales  ratios. 

• In  fiscal  1995,  whether  the  City’s  taxable  value  will  reach  or  exceed  the  levy  ceiling 
is  too  close  to  call  despite  the  extensive  analysis  noted  above.  The  City’s  taxable 
value  in  fiscal  1995  is  projected  to  increase  slightly  above  2%,  enabling  the  City’s 
levy  to  just  miss  the  levy  ceiling.  Should  the  value  not  increzise  or  further  decline 
and  the  levy  hit  or  exceed  the  levy  ceiling,  the  City  would  lose  approximately  $10 
million  or  more  in  tax  revenue,  thereby  widening  the  gap  by  that  amoxmt. 

• A Proposition  lYi  override  is  not  a viable  option  for  Boston  because  it  will  push  the 
City’s  levy  closer  to  or  cause  it  to  surpass  the  levy  ceiling  limit.  The  City’s  levy  is 
already  hovering  close  to  this  limit.  The  City  could  seek  a debt  exclusion  to 
temporarily  increase  the  levy  above  the  ceiling,  but  that  would  require  voter 
approval  and  it  would  raise  further  Boston’s  dependence  on  the  property  tax. 

E.  Tax-Exempt  Property 

• Tax-exempt  property  in  Boston  represents  almost  50%  of  the  City’s  land  area  and 
33%  of  the  total  assessed  value  in  the  City.  Public  exempt  property,  such  as  land 
owned  by  the  City  of  Boston,  the  Commonwealth  and  its  authorities,  represent  77% 
of  the  total  exempt  land  area.  The  remaining  23%  is  made  up  of  land  owned  by 
private  institutions,  such  as  hospitals,  universities  and  religious  organizations. 

• Most  tax-exempt  institutions  provide  both  monetary  emd  in-kind  services  to  the  City 
and  its  residents.  In  fiscal  1993,  direct  payments  to  the  City  from  tax-exempt 
organizations  are  expected  to  reach  over  $19  million.  Additionally,  some  tax- 
exempt  organizations  provide  scholarships,  health  care  programs,  police  and  street 
sweeping  functions  for  residents. 


rv.  Debt  Management 

The  City’s  management  of  its  debt  structure  is  pivotal  to  the  overall  financial  health  of  the  City.  The  City 
must  and  has  worked  to  ensure  that  its  debt  plan  is  carried  out  in  a way  that  can  be  accommodated 
reasonably  within  projected  operating  budgets,  yet  still  meet  the  need  for  improvements  both  to  city  facilities 
and  inffcistructure. 

• Overall  the  City  has  been  prudent  in  managing  the  amount,  timing  and  structure  of  debt 
issucmce.  Debt  service  as  a percent  of  the  City’s  total  annual  budget  has  decreased  to  6%, 
below  the  industry  and  city  guideline  of  10%. 
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• Average  life  of  the  City’s  debt,  which  reflects  how  rapidly  the  principad  of  am  issue  is 
expected  to  be  paid,  has  increased  slightly  because  of  greater  use  of  level  debt  service 
instead  of  declining  debt  service  amd  the  use  of  term  bonds  instead  of  seriad  bonds. 

• The  City’s  overall  debt  per  capita  of  $1,218  is  slightly  over  Moody’s  median  of  $1,176  for 
cities  with  populations  of  500,000  amd  over.  The  City’s  debt  as  a percent  of  full  value  of 
2.2%  is  below  Moody’s  median  of  3.1%. 

V.  Boston’s  Future 

Boston  faces  one  of  its  most  fiscadly  challenging  times  in  fiscad  1994  and  1995,  with  limitations  on  key  revenue 
sources,  pressures  for  increased  spending  for  basic  city  services  and  fau’  less  reserves  avaulable.  In  fiscal  1993, 
the  Bureau  estimates  that  the  City  will  end  the  year  with  a small  surplus  of  approximately  $2  million.  In 
fiscal  1994,  the  City’s  budget  is  balanced  and  expenditures  are  expected,  with  prudent  management,  to  stay 
within  existing  revenues.  However,  if  a reaisonable  restoration  of  services  is  provided  along  with  funds  for 
salary  increases  consistent  with  contracts  already  negotiated,  the  City  woidd  face  a structural  revenue  gap  in 
fiscal  1994  and  a larger  gap  in  fiscal  1995.  The  spending  estimates  acknowledge  that  spending  levels  have 
been  reduced  in  past  years  and  that  the  reductions  which  have  resulted  in  improved  operational  efficiencies 
should  be  maintauned.  The  estimates  for  this  section  are  based  on  a detailed  analysis  of  the  City’s 
expenditime  and  revenue  accounts,  a re^iew  of  historical  data,  extensive  discussions  with  city  and  state 
officials  and  consultations  with  various  experts  in  the  private  sector. 

A.  The  Outlook  for  Fiscal  1994 

• The  gap  between  revenues  and  expenditures  in  fiscal  1994  is  estimated  by  the  Bureau  to  be 
in  the  range  of  $20  to  $25  million,  based  on  the  current  system  of  delivering  services  and  no 
changes  in  the  existing  revenue  structure. 

• The  Bureau’s  fiscal  1994  projections  use  the  City’s  approved  budget  as  a base  and  makes 
adjustments  on  the  expenditures  side  for  an  increase  in  salaries  for  all  employees,  50 
additional  police  for  the  year,  40  additional  firefighters  to  be  hired  in  the  last  two  months  of 
the  fiscal  year  and  2m  increase  in  non-personnel  expenditures. 

• On  the  revenue  side,  the  Bureau  adjusted  several  accounts  and  expects  general  fund 
revenues  to  be  $3  to  $5  million  higher  than  the  city  budget’s  estimate. 

B.  The  Outlook  for  Fiscal  1995 

• Fiscal  1995,  is  projected  to  have  a $25  million  to  $30  million  gap,  if  the  City’s  operational 
and  revenue  structm-e  does  not  change. 

• Fiscal  1995  spending  assumes  an  increase  in  saleuies,  additional  police  and  fire  personnel, 
police  equipment  and  a growth  in  other  expenditmes  to  keep  service  delivery  at  appropriate 
levels. 

• The  Bureau’s  fiscal  1995  revenue  projections  assume  a 2.5%  increase  in  the  majority  of  the 
revenue  accoimts,  with  adjustments  made  in  specific  areas  based  on  an  analysis  of  historical 
revenue  collections  and  financial  simulation  models. 

• Revenues  in  fiscal  1995,  also  assume  the  City’s  property  tax  levy  will  not  reach  the  levy 
ceiling.  However,  it  is  important  to  note  that  if  the  levy  ceiling  is  reached  or  exceeded,  the 
gap  in  fiscal  1995  could  be  increased  by  $10  million  or  more. 
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VI.  Recommendations 


The  estimated  structural  gap  facing  the  City  in  fiscal  1994  represents  approximately  1.5%  of  the  City’s 
operational  budget.  Although  the  percentage  is  relatively  small,  enabling  Boston  to  sustain  the  delivery  of 
basic  public  services  will  require  action  by  lx>th  the  City  and  the  state.  The  City  alone  will  not  be  able  to 
solve  this  problem,  since  over  the  past  fom  years  it  has  absorbed  inflationary  growth  of  19%  with  only  a 3% 
increase  in  spending  and  far  less  reserves  and  non-recurring  revenues  are  available.  Pressmes  on  spending, 
deferred  costs  and  salary  increases  will  cause  the  gap  to  increase  in  fiscal  1995  and  subsequent  years  with  no 
change  in  the  revenue  structure.  The  state  must  play  a role  in  helping  address  the  fiscal  problems  of  its 
capital  city.  The  following  recommendations  identify  opportunities  for  Boston  to  reduce  the  gap  by 
controlling  its  spending  through  more  productive  use  of  its  available  resources  and  increasing  its  own 
revenues.  Suggestions  for  state  action  are  also  included.  These  recommendations  are  the  catalyst  for  real 
change  amd  should  serve  as  a blueprint  for  the  next  Mayor  and  City  Council. 

A.  WHAT  BOSTON  CAN  DO 

The  1990s  will  be  a period  of  limited  revenue  growth  for  Boston  and  one  in  which  the  public  expects 
basic  city  services  to  be  provided  effectively  at  a reasonable  cost.  The  economic  reality  of  this 
decade  has  pushed  the  concepts  of  "reinventing  government"  and  "entrepreneurial  government"  as 
approaches  to  delivering  services  more  efficiently  and  cost-effectively.  The  recommendations  offered 
represent  fundamental  changes  in  how  city  services  are  provided  and  managed,  which  if  fully 
implemented  would  allow  a more  efficient  delivery  of  services  at  a savings  to  the  taxpayer.  The 
personal  commitment  of  the  Mayor  is  essential  to  the  implementation  of  these  recommendations. 
More  specific  recommendations  will  not  be  implemented  successfully  and  will  represent  "tinkering  at 
the  edges"  unless  the  Mayor  commits  to  these  major  changes  first.  These  are  practical 
recommendations  that  are  being  implemented  with  positive  results  in  other  major  cities  in  the 
coimtry.  The  Mayor  should  adopt  the  following  recommendations; 

• HUMAN  RESOURCE  MANAGEMENT  — Efficient  personnel  management  is 
critical  to  Boston.  Reflective  of  the  labor  intensity  of  government  services,  the  cost 
of  employee  salaries  and  overtime  represented  62%  of  total  depcU’tmental  spending 
in  fiscal  1993.  The  City  should  develop  a performance-based  personnel  system  that 
ties  performamce  measxu'es  to  wage  increases  and  promotions.  Changes  in  state 
policy  regarding  Civil  Service  will  enable  Boston  to  assiune  more  responsibility  for 
creating  innovative,  centradized  hiring  and  promotion  policies  that  are  consistently 
and  fairly  applied  and  meet  affirmative  action  needs.  The  integrated 
Personnel/Payroll  system  should  be  upgraded  to  include  all  personnel  functions, 
including  the  managing  attendance  progr2un.  Job  descriptions  and  job 
classifications  need  to  be  brought  up-to-date  to  insure  equitable  and  professional 
management  of  the  City’s  human  resource  operation.  A staff  development  and 
training  component  should  be  established  as  part  of  the  Personnel  Division. 

• COLLECTIVE  BARGAINING  CONTRACTS  — Changes  in  employee  work  rules 
and  the  introduction  of  productivity  measures  in  collective  bargaining  agreements 
Eire  essential  to  the  City’s  effort  to  deliver  services  more  efficiently  and  effectively. 
The  Boston  Water  and  Sewer  Commission  has  already  negotiated  merit  pay  into 
three  of  its  four  employee  contracts,  but  in  the  City  only  one  bargaining  unit  in  the 
Public  Facilities  Department  has  such  a provision.  A performance  evaluation 
system  tied  to  goals  and  objectives  should  be  included  in  contracts  to  determine 
merit  pay.  Work  rules  that  inhibit  a department’s  ability  to  deliver  services 
efficiently  must  be  changed.  City  employees  should  xmderstand  that  they  are 
expected  by  the  public  to  be  a part  of  the  solution  by  supporting  changes  that  will 
improve  how  services  are  provided  as  p£U't  of  a reasonable  base  wage  increase. 
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Supervisors  should  be  trained  to  effectively  manage  personnel  within  the  rules  of 
the  union  contracts,  applying  a system  of  progressive  discipline.  The  Mayor  should 
establish  a commission  to  review  all  union  contracts  and  report  back  with 
recommendations  to  improve  service  delivery  and  productivity  in  a cost-effective 
manner. 

• BUSINESS  TASK  FORCE  ON  MANAGEMENT  AND  PRODUCTIVITY  — The 
Mayor  should  appoint  a task  force  of  business  leaders  to  thoroughly  review  city 
operations  and  recommend  steps  to  strengthen  effective  management  and  improve 
the  productivity  of  the  City’s  delivery  of  services.  While  this  approach  has  been 
used  by  the  Commonwealth  and  other  major  cities,  no  such  commission  has  been 
created  by  a Mayor  of  Boston  for  over  20  years.  As  part  of  its  charge,  this  group 
should  determine  whether  each  service  should  continue  to  be  provided  and  if  so 
how  competition  could  be  injected  into  the  provision  of  the  service.  This  approach 
has  been  used  successfully  by  Mayor  Edward  Rendell  of  Philadelphia  and  Mayor 
Stephen  Goldsmith  of  Indianapolis.  One  issue  that  this  group  should  review  is  how 
the  City  can  improve  its  productivity  through  greater  utilization  of  technology. 

• COMPETITION  IN  SERVICE  DELIVERY  — To  improve  service  efficiency  and 
control  costs,  competition  should  be  introduced  in  all  areas  of  government.  Services 
that  lend  themselves  to  competition  or  "outsourcing"  should  be  identified  and  bids 
sent  to  legitimate  sources,  both  city  employees  and  private  companies,  with  the 
lowest  bid  selected.  Where  appropriate,  the  City  should  look  at  areas  where  it  can 
work  more  as  a skilled  purchasing  manager,  than  a service  provider.  Productivity 
gains  realized  from  these  "city-competitive"  contracts  should  be  shared  with  the 
employees  in  short-term  agreements.  Several  city  services  are  cmrently  contracted 
out,  most  notably  the  collection  and  disposal  of  solid  waste.  Some  obvious  cu-eas 
that  should  be  considered  by  the  Mayor  and  City  Council  are:  (1)  public  works 
functions  such  as  the  operation  and  mainten<mce  of  the  City’s  three  drawbridges, 

(2)  custodial  services  in  the  School  Department  and  (3)  management  information 
services  throughout  the  City. 

• PUBLIC  SAFETY  MANAGEMENT  STUDIES  — The  Mayor  should  contract  with 
nationally  recognized  professional  organizations  to  undertake,  in  separate  studies, 
evaluations  of  the  management  and  operations  of  both  the  Police  and  Fire 
Departments  in  Boston.  The  current  budget  of  these  two  departments  total  $212 
million.  The  purpose  of  these  studies  would  be  to  recommend  greater  efficiencies 
in  each  department’s  management,  organization,  personnel  and  work  practices.  The 
last  major  review  of  the  Fire  Department  was  the  Gage  Babcock  report  in  1969  and 
the  last  such  report  of  the  Police  Department  Wcis  the  Quinn  Tamm  report  in  1962. 
The  St.  Clair  report  in  1992  focused  on  management  and  supervisory  practices  and 
not  cost-saving  operational  efficiencies. 

• CONSOLIDATION  OF  DEPARTMENTS  ~ ~ Improved  service  delivery  and  cost 
efficiency  is  possible  through  the  consolidation  of  departments.  The  Mayor  should 
study  the  feasibility  of  consolidating  the  following: 

• Public  Facilities  WITH  Real  Property 

• Consumer  Affairs  and  Licensing  WITH  BocU'ds  and 
Commissions 

• Minority  and  Women  in  Business  WITH  Auditing 

• Neighborhood  Services  WITH  Mayors  Office  WITH  Safe 
Neighborhoods 
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• TRASH  FEE  — The  City  should  pursue  the  implementation  of  a residential  trzish 
fee  to  cover  the  escalating  cost  of  trash  removal  and  disposal.  The  Public  Works 
Department  is  responsible  only  for  residential  solid  waste  amd  the  current  budget  is 
$24  million.  A trash  fee  for  residents  would  range  from  $7  to  $8  per  month  for 
each  household  based  on  covering  50%  of  the  cost  of  removal  and  disposal  in 
Boston  or  about  $12  million  in  fiscal  1994.  The  current  funding  system  is 
inequitable  since  commercial  and  industrial  properties  pay  70%  of  the  tax  levy  but 
receive  no  rubbish  service.  A trash  fee  would  insiu-e  a fairer  distribution  of  costs  to 
those  who  benefit  from  the  service. 

• DEPARTMENTAL  GOALS  and  PERFORMANCE  MEASURES  ~ ~ To  improve 
the  City’s  delivery  of  services  to  the  "customers,"  the  Mayor  should  make  a high 
priority  the  strengthening  of  service  measures  to  evaluate  the  performance  delivered 
by  each  department  and  hold  managers  accountable  for  meeting  service  standards. 
Boston  began  the  process  of  developing  departmental  goals  and  objectives  and 
establishing  performance  measures  in  1986.  However,  the  measures  have  not 
evolved  satisfactorily  and  now  other  cities  have  surpassed  Boston  in  measuring 
service  perform^ce.  The  departmental  measures  should  change  from  focusing  on 
outputs  (activities)  to  outcomes  (results)  and  add  qualitative  measures.  Improved 
outcome  measmes  should  be  tied  to  strategic  plans  and  resident  surveys  should 
become  part  of  the  evaluation  process. 

• FEES,  FINES  AND  CHARGES  — The  City  should  undertake  a comprehensive 
review  of  its  fees  and  fines  structme  to  ensure  that  these  charges  reflect  the  cost  of 
delivering  services  and  that  the  fines  preserve  their  deterrent  effect.  The  last  review 
of  the  City’s  fees  and  fines  occurred  in  fiscal  1990. 

• HEALTH  INSURANCE  — The  largest  single  budget  increaise  over  the  last  ten 
years  has  been  in  employee  health  insurance,  growing  by  173%,  while  inflation 
increased  by  45%.  The  City  should  expand  current  cost  saving  steps  as  well  as 
pursue  additional  savings  through  chtmges  in  contract  negotiations.  The  cost  of  city 
employee  health  insurance,  excluding  charges  for  hospital  and  school  employees, 
was  $70  million  in  fiscal  1993.  Real  savings  in  this  budget  item  will  require  changes 
in  the  coverage  and  the  employees’  share  of  the  premiums,  which  are  items  that 
have  been  negotiated  in  collective  bargaining  contracts. 

• FORECLOSED  PROPERTY  — The  City  should  develop  a more  effective  process 
for  disposing  of  foreclosed  properties  as  recommended  by  the  report  of  the  Boston 
Finance  Commission  on  the  tax  foreclosme  process  in  Boston.  The  City’s  current 
process  of  disposing  of  foreclosed  properties  results  in  lower  revenues  and 
increased  liabilities  for  the  City. 

• EMPLOYEE  INVOLVEMENT  — One  of  the  keys  to  successful  implementation  of 
the  recommendations  cited  is  employee  involvement.  City  employees  should  be 
challenged  and  rewarded  for  improving  the  efficiency  of  departmental  operations. 
They  must  facilitate  a new  way  of  operating  Boston’s  city  government.  Without 
meaningful  involvement  by  city  employees,  most  of  the  recommendations  will  not 
succeed. 
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B. 


WHAT  THE  STATE  CAN  DO.. 


Boston’s  financial  problem  cannot  be  solved  in  a vacuum.  As  the  City  moves  to  improve  its  own 
operations,  state  actions  will  be  necessary  to  insure  that  its  capital  city  will  be  able  to  secure  its  own 
financial  health.  The  state  should  consider  the  following  actions: 

• COUNTY  CORRECTIONS  — The  state  should  assume  full  responsibility  for 
county  correctional  services.  Bringing  judicial  and  correctional  services  together  at 
the  same  level  of  government  would  allow  for  greater  operational  efficiencies.  For 
Boston,  this  would  mean  a savings  of  $9  million  in  fiscal  1994.  Complete 
assumption  of  county  correctional  services  throughout  Massachusetts  would  cost  the 
state  $27  million.  The  Comptroller  of  the  Commonwealth  recently  indicated  that 
the  state  ended  fiscal  1993  with  a surplus  of  $67J  million,  of  which  $49.5  million  is 
unrestricted.  While  some  of  these  funds  are  no  doubt  committed,  the  state  should 
use  this  source  to  assume  responsibility  for  correctional  services  in  the  second  half 
of  this  fiscal  year. 

Until  the  state  assumes  full  responsibility,  Boston  should  not  pay  a disproportionate 
share  of  county  correctional  costs  than  other  communities  pay.  Currently,  Boston 
pays  for  approximately  25%  of  correctional  costs,  while  the  average  county 
assessment  for  this  purpose  throughout  the  state  is  12%. 

• REGIONALIZATION  OF  SERVICE  — The  state  should  facilitate  efforts  and 
provide  financial  incentives  to  support  the  regionalization  of  services  between  major 
cities  and  surrounding  communities.  Principles  of  economy  of  scale  indicate  that 
regionalization  would  be  beneficial  to  all  communities  involved  in  such 
arrangements.  Boston  could  provide  planning,  development,  treasury,  eissessing, 
police  and  fire  services  to  neighboring  communities  for  a profit  and  still  charge  less 
than  the  communities  now  pay  for  these  services.  The  Boston  Water  amd  Sewer 
Commission  could  provide  its  services  on  a regional  basis. 

• LEASEHOLD  AGREEMENTS  — The  Governor  and  Legislature  should  approve 
legislation  that  would  allow  municipalities  to  tax  leasehold  property  on  state 
authority  land.  Commercial  interests  at  Massport  that  provide  services  for  air 
transpKjrtation  pmposes  should  be  exempt  from  taxation.  Such  legislation  would 
generate  $8  million  annually  for  Boston.  Over  40%  of  all  exempt  land  in  Boston  is 
owned  by  the  Commonwealth,  of  which  25%  is  owned  by  its  authorities.  The  ability 
to  tax  commercial  interests  on  authority  land  is  a reasonable  approach  that  will  not 
require  any  transfer  of  payment  from  the  state  or  its  authorities.  The  fdtemative 
would  be  for  the  City  to  push  for  a larger  payment  directly  from  the  state  for 
comp»ensation  for  providing  services  to  state-owned  property,  a policy  adopted  by 
several  other  states. 

• STATE  AND  CITY  FISCAL  RELATIONSHIP  ~ ~ The  state’s  fiscal  relationship 
with  Boston  and  all  municipalities  in  the  Commonwealth  must  be  reexamined.  The 
last  comprehensive  review  of  this  relationship  occurred  in  1990,  with  the  Governor’s 
Task  Force  On  Local  Finances,  chaired  by  John  Hamill.  The  goal  of  the  Task 
Force  was  to  recommend  a structure  for  financing  local  government.  Since  the 
report  was  released,  the  state  has  reduced  local  government  support  and  has  shifted 
the  focus  of  its  additional  local  aid  distribution  to  public  education,  which  has 
produced  significant  changes  in  the  amount  of  discretionary  local  aid  for 
municipalities.  Directing  additional  local  aid  for  school  purposes  has  put  more  of  a 
burden  on  cities  zmd  towns  to  fund  general  government  services.  In  addition,  the 
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state,  starting  in  fiscal  1994,  has  shifted  revenues  to  provide  financial  relief  to  water 
and  sewer  ratepayers.  These  funds  might  otherwise  have  been  available  for 
discretionary  use  by  municipalities.  For  these  reason,  severed  of  the  findings  and 
recommendations  made  m the  Task  Force  report  are  still  valid  today  and  should  be 
reconsidered.  They  are  eis  follows: 

(1)  Optional  special  excise  taxes  ~ Additional  local  option  taxes  should  be 
authorized  by  the  Le^lature.  Special  excises  would  have  limited  application  among 
the  state’s  cities  and  towns  but  would  be  of  value  to  Boston  and  add  flexibility  to  its 
revenue  base.  Such  excises  could  include  taxes  on  meals,  admissions,  parking  or  an 
additional  rate  of  tax  on  existing  taxes  such  as  the  hotel-motel  excise  tax.  Broad- 
based  local  option  taxes  (sales,  income  or  payroll)  are  not  appropriate  revenue 
sources  for  Massachusetts  cities  and  towns,  would  create  problems  for  Boston  and 
should  not  be  approved  for  local  use. 

(2)  Sharing  of  resources  between  the  state  and  municipalities  ~ A fair  and 
equitable  distribution  of  state  resources  should  be  applied  to  local  aid.  Boston 
makes  a significant  contribution  to  the  overall  tax  revenue  of  the  state  amd  should 
share  in  an  equitable  distribution  of  state  resources.  The  state  has  moved  away 
from  its  policy  of  distributing  local  aid  increases  according  to  a needs-based  formula 
with  special  consideration  for  Boston.  In  the  four  yezirs  prior  to  fiscal  1990, 

Boston’s  discretionary  state  md  increased  by  an  average  of  $26  million  each  year. 

In  fiscal  1994,  however,  Boston’s  local  aid  increased  by  only  $8.5  million. 

This  year  for  the  first  time  in  five  years,  the  state  provided  additional  municipal 
stabilization  aid  to  cities  and  towns  for  discretionary  use.  The  $20  million  was 
allocated  by  the  lottery  formula  and  Boston  received  $1.9  million.  A more 
equitable  formula  should  be  utilized  because  the  lottery  formula  uses  state 
determined  equalized  valuations  to  define  relative  local  resources.  This  measure  is 
less  appropriate  since  Proposition  21^2  limits  full  access  to  a community’s  full  tax 
base.  Prior  to  fiscal  1990,  Boston  generally  received  17%  of  local  aid  for  all 
mimicipalities,  but  its  share  of  this  year’s  municipal  stabilization  aid  using  the 
lottery  formula  is  9%. 

(3)  Modification  of  Proposition  2‘/i  ~ The  Bureau  has  expressed  concern  about  the 
City’s  inordinate  reliance  on  the  property  tax  and  concern  about  the  impact  of  its 
high  effective  business  tax  rate  on  investment  in  Boston.  For  that  reason,  our 
recommendations  for  state  action  have  focused  on  assumption  of  coimty  services, 
excise  taxes  and  authority  to  tax  commercial  property  on  state  authority  land.  If 
these  recommendations  are  not  implemented,  the  Bureau  would  recommend  that 
the  annual  limit  on  property  taxes  be  tied  to  a measurable  index  so  that  this  major 
source  of  income  will  respond  to  changes  in  price  or  income.  The  Task  Force 
suggested  that  the  appropriate  meiisure  would  be  the  U.S.  Department  of 
Commerce  index  that  measures  the  prices  state  and  local  governments  pay  for 
goods  and  services  and  that  the  annual  limit  should  be  based  on  the  average  of  the 
three  prior  years.  That  limit  would  have  allowed  Boston’s  fiscal  1993  tax  levy  to 
increase  by  an  additional  $5  million.  Exempting  the  overlay  reserve  for  abatements 
from  the  levy  limit  is  a one-time  benefit  and  is  far  less  preferable  than  tying  the 
annual  limit  to  an  index  which  provides  an  annuad  benefit. 
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WHERE  THE  MONEY  COMES  FROM  AND  WHERE  THE  MONEY  GOES 

mscal  Years  1984-1993 


The  story  of  the  scope  of  Boston’s  finandal  situation  as  told  by  an  analysis  of  its  revenues 
and  expenditures  is  one  of  financial  management  chadlenges  during  times  of  growth  and 
diuing  times  of  economic  stress.  It  is  also  a story  about  the  inherent  limitations  of  Boston’s 
revenue  structure  with  its  growing  reliance  on  statutorily-restricted  property  taxes  and 
concern  about  spending  pressures  emd  deferred  costs  that  will  make  it  more  difficult  for  the 
City  to  balance  its  budget  in  the  futme.  The  story  also  contains  chapters  about  missed 
opportunities  to  improve  service  delivery  thorough  changes  in  employee  contracts  and  over- 
reliance on  non-recurring  revenues.  A look  at  Boston’s  financial  past  and  a review  of  how 
the  City  has  addressed  the  difficult  financial  and  economic  issues  during  an  especially  trying 
fiscal  period  over  the  past  four  years  is  important  to  understandii^  the  scope  of  Boston’s 
financial  situation  in  the  next  few  years. 

This  section  analyzes  the  City’s  revenue  and  expenditure  trends  during  two  contrasting  fiscal 
periods  over  the  past  ten  years.  In  the  first  period  from  fiscal  1984  to  fiscal  1989,  Boston 
enjoyed  relatively  good  revenue  growth,  which  it  used  to  expand  services.  In  the  second 
period  from  fiscal  1989  to  fiscal  1993,  the  City  experienced  declining  revenue  growth  and 
revenue  decreases,  that  have  required  cuts  in  departmental  spending,  which  were 
accomplished  through  improved  management  efficiencies  <md  service  reductions.  This 
amalysis  is  limited  to  the  general  fund  revenues  and  expenditures  for  operations  and  does 
not  include  special  categorical  revenues  and  expenditures. 
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WHERE  THE  MONEY  COMES  FROM 


General  Fund  Revenues 

Boston’s  general  fund  revenues  to  support  its  operating  budget  has  undergone  dramatic  changes  in  the  ten 
years  from  fiscal  1984  to  fiscal  1993.  The  amount  of  incremental  revenues  from  the  prior  year  has  changed 
from  an  increase  of  11.1%  in  fiscal  1987  to  a decrease  of  $3.2  million  in  fiscal  1992.  Boston  relies  heavily  on 
the  property  tax  and  state  aid,  which  together  represented  71.6%  of  total  general  fund  revenues  in  fiscal 
1993.  The  problem  for  Boston  is  that  the 
former  is  capped  by  Proposition  25^2  and 
increases  in  the  latter  are  now  being  earmarked 
as  special  grants  outside  of  the  general  fund. 

The  mix  of  revenues  also  has  changed  as  the 
property  tax  has  assumed  a larger  share  of  the 
gener2il  fund  revenues  in  response  to  cuts  in 
state  aid  and,  starting  in  fiscal  1993,  state  aid 
increases  being  earmarked  as  special  non- 
discretionary funds  for  education.  In  response 
to  cuts  in  state  aid  and  some  departmental  revenues,  Boston  has  drawn  down  on  reserves  and  utilized  non- 
recurring revenues,  such  as  proceeds  from  the  sale  of  capital  assets.  In  constant  dollars,  Boston’s  general 
fund  revenues  have  increased  by  4.0%  over  the  past  ten  years  but  decreased  by  13.5%  over  the  pjist  four 
years.  The  City  is  now  less  able  to  rely  on  reserves  to  offset  unanticipated  expenditures  and  hospital  receipts 
under  managed  care  are  problematic  over  the  next  few  years. 

In  the  ten  years  from  fiscal  1984  to  fiscal  1993,  general  fund  revenues  have  increased  by  $448.0  miUion  or 
51.2%.  However,  a review  of  the  annual  change  in  Boston’s  general  fund  revenues  shows  that  through  fiscal 
1987,  revenues  grew  by  an  increasing  percentage  each  year,  culminating  with  an  11.1%  increase  in  fiscal  1987. 
Starting  in  fiscal  1988,  revenue  growth  declined  each  year  through  fiscal  1991.  State  aid  cuts  in  fiscal  years 
1990  and  1991  were  offset  by  the  application  of  reserves  and  non-recurring  revenues,  enabling  revenues  to 
increase  by  4.4%  and  1.8%  respectively.  In  fiscal  years  1992  and  1993  revenues  decreased  by  3.2%  and 
0.03%  respectively.  Overall,  in  the  four  years  since  fiscal  1989,  operating  revenues  have  increased  by  $36.2 
million  or  2.8%.  Revenues  available  to  support  Boston’s  operating  budgets  in  frscal  1993  totaled  $1,324 
billion,  a decline  of  $459,000  or  0.03%  from  the  prior  year. 

Revenue  Mix  Shift 

Boston’s  general  fund  revenue  mix  has  shifted  over  the  last  ten  years,  primarily  as  a result  of  changes  in  state 
aid  policy.  The  City’s  two  largest  revenue  sources,  the  property  tax  and  state  aid,  represented  71.6%  of  total 
general  fund  revenues  in  fiscal  1993.  This  lack  of  revenue  diversity  for  Boston  means  that  a change  in  one 
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will  automatically  affect  the  other.  In  fiscal 
1984,  the  City  relied  on  the  property  tax  and 
state  aid  for  operating  revenues  zilmost  equally, 

35.8%  and  33.1%  respectively.  Until  the  early 
1990s,  this  split  remained  fairly  constant. 

However,  the  reduction  of  state  aid,  startmg  in 
fiscal  1990,  and  the  decline  in  other  city 
revenues  have  pushed  this  revenue  gap  further 
apart.  In  fiscal  1993,  the  property  tax  revenue 
(net  of  overlay  reserve)  accounted  for  44.6%  of  the  total,  while  state  aid  accounts  for  27.0%. 

Nominal  vs.  Constant  DoOars 

Boston’s  general  fund  revenues,  in  constant  dollars  using  a government  price  deflator  to  adjust  for  inflation, 
increased  by  $35.3  million  or  4.0%  in  the  ten  years  from  fiscal  1984  to  fiscal  1993.  In  the  four  years  since 
fiscal  1989,  Boston’s  revenues,  in  constant  dollars,  decreased  by  $141.8  million  or  13.5%.  The  largest 
component  of  the  revenue  loss  since  fiscal  1989  is  state  aid,  which  dropped  by  $106.2  million  or  30.2%. 
During  that  same  time,  the  property  tax  increased  by  $30.4  million  or  8.1%.  In  constant  dollars,  the  property 
tax  was  the  only  revenue  category  to  mcrease  since  fiscal  1989.  Departmental  receipts,  hospital  revenues  and 
other  revenues  all  registered  cuts.  (APPENDIX  A) 

THE  PROPERTY  TAX 

Not  only  is  the  property  tax  Boston’s  major  revenue  source,  but  it  is  a revenue  that  has  assumed  an 
increasing  share  of  total  general  fund  revenues  over  the  past  seven  years.  From  fiscal  1984  to  fiscal  1993,  the 
property  tax,  as  a percent  of  general  fund  revenues,  increased  from  35.8%  to  44.6%.  In  fiscal  1993,  the 
property  tax  raised  $590.7  million  (net  of  overlay  reserve)  for  operations.  The  property  tax  levy  figures  used 
in  this  report  are  the  net  levy,  which  is  the  amount  raised  by  the  property  tax  available  for  operations.  The 
City  must  add  approximately  5.0%  to  the  net  levy  for  the  overlay,  which  is  a reserve  for  abatements  for  that 
levy  year.  The  net  levy  and  the  overlay  equal  the  gross  levy  or  the  total  amoimt  raised  by  the  property  tax 
each  year  within  the  parameters  of  Proposition  IVi. 

Over  the  past  ten  years,  the  property  tax  has  increased  by  $277.5  million  or  88.6%,  while  total  general  fund 
revenues  have  increased  by  51.2%.  In  the  four  years  since  fiscal  1989,  the  tzix  levy  increased  by  $130.7 
million  or  28.4%,  during  which  time  total  revenues  increased  by  only  $36.2  million  or  2.8%.  The  property 
tax,  in  constant  dollars,  during  the  same  four  year  period  has  increased  by  $30.4  million  or  8.1%,  while  total 
general  fund  revenues  have  decreased  by  $145.2  million  or  D.7%. 
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The  Impact  of  Proposition  2'A 

Contributing  to  the  City’s  declining  revenue  growth  over  the  past  seven  years  is  the  fact  that  as  state  aid  or 
other  departmental  revenues  decreased,  the  City 
could  only  turn  to  the  property  tax,  which  is  capped 
by  the  limitations  of  Proposition  IVz.  Thus,  the 
property  tax  could  not  provide  the  increased 
revenues  to  maintain  services  and  offset  other 
revenue  losses.  Proposition  IVz  restricts  the 
property  tax  from  exceeding  the  prior  year’s  tax 
levy  by  more  than  2.5%,  with  increases  allowed  for 
additions  to  the  tax  base  through  new  construction 
(new  growth). 

Levy  vs.  Taxable  Value 

Boston’s  property  tax  levy  increased  by  an  average 
annual  increase  of  6.6%  from  fisccil  1984  to  fiscal  1993.  The  levy  increase  is  attributable  to  the  normal  2.5% 
increase  over  the  prior  year’s  levy  and  because  of  significant  new  growth.  For  most  of  the  past  ten  years, 
new  growth  accounted  for  about  60%  of  the  levy  increase.  Since  fiscal  1989,  the  tax  levy  increased  by  28.4%, 
while  total  operational  revenues  increased  by  2.8%. 


PROPERTY  TAX  REVENUES 
TEN  YEAR  HISTORY 
FIGURES  IN  000’ S 


FISCAL 


YEAR 

NET  LEVY 

CHANGE  X CHANGE 

1984 

$313,179 

N/A 

N/A 

1985 

345,678  $32,499 

10. 4X 

1986 

354.034 

8,356 

2.4X 

1987 

391.544 

37.510 

10. 6X 

1988 

425.539 

33,995 

8.7X 

1989 

460.004 

34,465 

8. IX 

1990 

494.920 

34.916 

7. ex 

1991 

529.148 

34,228 

6.9X 

1992 

555.492 

26,344 

5. OX 

1993 

590,656 

35.164 

6.3X 

10  YR  CH 

X CHANGE 

88. 6X 

Recent  declines  in  the  City’s  taxable  value,  coupled  with  the  annual  growth  in  the  tax  levy  have  brought  the 
levy  closer  to  the  levy  ceiling.  The  levy  ceiling  was  established  by  Proposition  2V2  to  prevent  the  levy  from 
exceeding  2.5%  of  the  City’s  full  and  fair  cash  value.  Reaching  the  railing  would  limit  levy  increases  to  only 
2.5%  of  3my  new  growth.  A full  explanation  of  the  components  of  the  City’s  levy  increases  and  its  limitations 
is  provided  in  the  Assessing  /Property  Tax  section  of  this  report. 


STATE  AID 

State  tiid,  the  City’s  second  largest  revenue  source 
at  $356.9  million  in  fiscal  1993,  consisted  of 
distributions  for  various  purposes  provided  to 
communities  according  to  varying  formulas  and 
reimbursements  for  the  costs  incurred  by  cities  and 
towns  for  certain  activities  or  services  provided. 
Distributions  represent  the  largest  form  of  state  aid 
and  are  made  through  accounts  such  as  additional 
assistance.  Chapter  70  school  aid  and  lottery 
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distributions.  Reimbursements  are  paid  by  the  state  for  services  such  as  school  transportation,  racial 
equality,  equal  education  opportunity,  school  construction  amd  librcuy  services.  For  this  section,  state  aid 
includes  the  county  jail  grant  zmd  teachers’  pensions  along  with  the  other  cherry  sheet  items.  State  aid  has 
shown  three  distinct  phases  reflecting  the  state’s  fiscal  situation  and  the  change  in  administration.  Over  the 
ten  year  period,  state  aid  increased  by  23.2%  but  decreased  as  a percent  of  total  general  fund  revenues  from 
33.0%  in  fiscal  1984  to  26.9%  in  fiscal  1993. 


From  fiscal  1984  to  fiscal  1989,  state  aid  to  Boston  increased  from  $289.8  million  to  $430.3  million,  a growth 
of  $140.5  million  or  48.5%.  That  represented  an  average  annual  rate  of  6.8%  as  the  City  received  annual 
increases  ranging  from  15.4%  in  fiscal  1987  to  5.8%  in  fiscal  1989.  Translated  into  dollars,  during  this  period 
state  aid  increased  by  an  average  of  $28.1  million  each  year.  State  aid,  as  a percent  of  total  operational 
revenues  remained  aroimd  33.0%  for  this  period. 

—And  Decreases 

Faced  with  its  own  fiscal  problems  and  the  need  to 
cut  spending,  the  state  cut  its  assistance  to  cities 
and  towns,  which  resulted  in  an  overall  reduction  in 
state  aid  to  Boston  from  fiscal  1989  to  fisc2d  1993 
of  $73.4  million  or  17.1%.  Consequently,  state  aid 
as  a percent  of  total  general  fund  revenues 
decreased  from  33.4%  in  fiscal  1989  to  27.0%  in 
fiscal  1993.  The  percent  that  actual  state  md 
changed  from  the  prior  year  from  fiscal  1989  to 
fiscal  1993  was  0.0%,  -8.0%,  -10.2%  and  +0.4% 
respectively.  In  constant  dollars,  state  aid 
decreased  by  $106.2  million  or  30.2%  during  this  period,  which  accounts  for  most  of  the  toted  general  fund 
revenue  decrease  of  $141.7  million  or  13.5%  in  real  doUeirs. 

State  aid  cuts  began  in  fiscal  1990  when  Boston’s  estimated  aid  was  reduced  by  $19.6  million  or  4.0%,  forcing 
budget  reductions.  A legal  challenge  by  cities  and  towns  to  the  cuts  resulted  in  a court  decision  at  the  end  of 
the  year  that  the  Governor’s  withholding  of  Chapter  70  aid  was  illegal  and  the  funds  were  restored  and 
allocated  between  fiscal  year  1990  and  1991.  In  fiscal  years  1991  and  1992,  Boston’s  state  aid  was  reduced  by 
$34.4  million  or  8.0%  and  $403  million  or  10.2%  respectively.  In  fiscal  1990  and  fiscal  1991,  the  City  was 
able  to  mitigate  most  of  the  state  aid  cuts  by  utilizing  non-recurring  revenues  and  reserves.  That  resulted  in 
the  City’s  total  general  fund  revenues  for  both  years  increasing  by  4.4%  and  1.8%  over  the  prior  year.  The 
$40.3  million  local  aid  cut  in  fiscal  1992  was  not  offset  by  other  avciilable  revenues  and  the  city  revenues  for 
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that  year  decreased  by  $43.8  million  or  3.2%. 


A third  phase  of  state  aid  was  initiated  in  fiscal  1993  with  the  earmarking  of  an  increase  in  state  aid  as  a 
special  grant  for  education.  General  fund  state  aid  this  year  remained  stable  with  an  increase  of  only  $1.3 
million.  The  state  did  earmark  $8~5  million  for  education  through  a special  grant  that  is  not  included  as  a 
discretioncU7  general  fund  revenue  and  as  such  is  not  included  in  the  Bureau’s  revenue  analysis.  The  $8.5 
million  for  Boston  represented  4.6%  of  the  $185.0  million  allocated  statewide.  That  is  significantly  less  than 
the  approximately  17.0%  share  Boston  had  received  in  additional  state  resolution  aid  allocated  through  a 
needs  based  formula.  (APPENDIX  B) 


State  Budget  Changes 

Faced  with  a severe  budget  crisis  due  to  declining  revenues  in  an  economic  downturn  and  increasing 
spending,  the  Commonwealth,  beginning  in  fiscal  1990,  turned  to  cuts  in  state  aid  to  Boston  and  other 
municipalities  to  help  stabilize  its  fragile  fiscal  situation.  Given  the  severity  of  the  state’s  financiad  condition 
at  the  time,  reductions  in  all  major  budget  accounts,  including  state  aid,  were  appropriate  and  necessary. 
What  was  not  appropriate  was  how  disproportionately  state  aid  was  cut  in  relation  to  other  major  state 
accounts.  A May,  1993  report  by  the  Massachusetts  Taxpayers  Foundation  entitled.  State  Spending  1988- 
1994:  Recovering  From  Crisis,  stated  that  "No  set  of  programs  in  the  state’s  budget  has  lost  more  groimd  than 
funds  for  cities,  town  and  schools."  Indeed,  from  fiscal  1988  to  fiscal  1993,  state  spending  increased  by  $3.2 
billion  or  27.7%.  State  support  for  local  government  decreased  by  $345.0  million  or  12.1%  for  the  same 
period.  The  lost  ground  is  indicated  by  the  fact  that  as  a percent  of  total  state  spending,  local  government 
support  dropped  from  24.6%  in  fiscal  1988  to  16.9%  in  fiscal  1993.  Only  state  support  for  higher  education 
(-18.8%)  was  cut  more  than  local  aid. 


The  reductions  occurred  in  these  two  accounts  because  of  the  difficulty  encountered  by  the  state  in 
controlling  the  spending  of  its  budget  busters.  At  the  time  when  local  government  support  was  cut  by  $345.0 
million  or  12.1%,  spending  for  Medicaid  was  increased  by  $1.4  billion  or  88.4%,  the  MBTA  budget  increased 
by  $216.6  million  or  87.1%  and  debt  service  costs  increased  by  $624.4  million  or  109.4%.  It  should  be  noted 
that  spending  for  general  state  govenunent  services  decreased  by  12.2%.  Indicative  of  the  increase  in 
Medicaid  costs  is  the  fact  that  as  a percent  of  total  state  spending,  it  increased  from  13.7%  in  fiscal  1988  to 
20.3%  in  fiscal  1993.  Excluding  local  government  support,  state  spending  during  this  period  increased  by 
40.6%. 


HOSPITAL  REVENUES 

Revenues  from  the  Health  and  Hospitals  Department  represent  the  City’s  third  largest  revenue  source, 
generating  $158.0  in  fiscal  1993.  Hospital  receipts  during  the  10  year  period  have  grown  by  $45.3  million  or 
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40.2%.  Since  fiscal  1989,  hospital 
revenues  have  increased  by  only  $33 
million  or  2.5%.  The  hospital  revenue 
figures  in  this  section  represent  general 
fund  revenues  reported  by  the  City 
Auditor  in  accordance  with  a 
"budgetary  or  cash  accounting  basis," 
as  opposed  to  an  accrual  basis 
following  generally  accepted 
accounting  principles  (GAAP). 


Because  of  the  mix  of  patients  served 
by  the  Department  of  Health  and 
Hospitals,  its  revenues  are  highly  dependent  on  state  2md  federal  reimbursements  through  the  Medicare  and 
Medicaid  programs  and  on  the  state-wide  uncompensated  care  pool.  In  December,  1991,  the 
Commonwealth  enacted  Chapter  495  of  the  Acts  of  1991,  which  established  a new  system  of  regulating 
hospital  charges  in  an  effort  to  reduce  costs  through  managed  care  emd  greater  competition.  As  a result  of 
the  deregulation  provisions  of  Chapter  495,  Boston  City  Hospital  is  expected  to  experience  increased 
financial  pressmes. 


HOSPITAL  REVENUES  VS.  EXPENDITURE 
FY  1984-1993 

Million* 

$260  - 

$200  - 

$160- 

$100- 

$60  - ■ 


$0- 

1 

1984 

— I — 

1986 

1 

1988 

T~ 

1987 

1 

1988 

1 

1989 

1 

1990 

— 1 

1991 

—1 

1992 

1 

1993 

REVENUES 

$H3 

$H6 

$U9 

$143 

$147 

$186 

$168 

$180 

$188 

$168 

EXPENDITURES 

$118 

$119 

$129 

$U1 

$187 

$179 

$187 

$194 

$183 

$181 

FISCAL  YEARS 


REVENUES  EXPENDITURES 


With  the  exception  of  fiscal  yezu's  1986  and  1987,  Hospital  Department  spending,  on  a budgetary  bzisis,  has 
exceeded  hospital  revenues  over  the  ten  years.  These  deficits  have  been  primarily  attributable  to  the 
operation  of  the  City’s  public  health  progr2uns  which  aie  not  revenue-producing  and  to  the  City’s  two  chronic 
care  hospitals  in  Long  Island  and  Mattapan.  In  1991,  the  City  closed  Long  Island  Hospital,  which  with 
Chapter  495,  account  for  the  reduction  in  hospital  revenues  over  the  past  two  years. 


DEPARTMENTAL  REVENUES 

Revenues  generated  by  city,  county  and  school  departments  totaled  $104.0  million  in  fiscal  1993  and 
represented  7.9%  of  total  general  fund  revenues.  Revenues  sources  contained  in  this  group  include  parking 
fines,  PILOT  payments,  building  permits  and  licenses  and  other  permits  or  fines.  These  charges  have  been 
periodically  updated  by  the  City  zmd  have  continued  to  represent  about  the  same  share  of  total  operating 
revenues.  Over  the  ten  years  since  fiscal  1984,  depeu'tmental  revenues  have  increased  by  $38.4  million  or 
58.4%,  but  since  fiscal  1989,  these  revenues  have  decreased  by  $3.9  million  or  3.7%.  Part  of  the  decrease 
was  due  to  cuts  in  revenues  from  building  permits,  parking  leases  as  land  is  taken  for  the  Central  Artery  and 
a variety  of  small  accoimts.  After  several  years  of  increasing  receipts  fi'om  parking  fines,  collections  from 
this  source  have  leveled-off.  In  constant  dollars  since  fiscal  1989,  departmental  revenues  have  declined  by 
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$16.7  million  or  18.9%.  Departmental  revenues 
peaked  in  fiscal  in  fiscal  1992  at  $120.5  million  and 
were  expected  to  generate  $104.0  in  fiscal  1993. 


OTHER  REVENUES 

All  other  revenues  declined  over  the  ten  year 
period  due  to  the  cuts  since  fiscal  1989  of  $24.6 
million  or  17.7%.  Other  revenues  include  the  jet 
fuel,  hotel/motel  and  motor  vehicle  excise  taxes, 
investment  income  and  non-recurring  revenues.  In 
fiscal  1993,  the  aggregate  of  these  sources  totaled 
$114.2  million  and  represented  8.6%  of  total 
general  fund  revenues.  The  reduction  of  $24.6 
million  since  fiscal  1989  is  attributable  to  cuts  in  non-recurring  revenues  of  $10.5  milhon  or  38.5%, 
investment  income  of  $11.9  million  or  53.5%  and  Chapter  121A  property  excise  of  $8.8  million  or  27.1%. 
The  decline  in  the  Chapter  121A  excise  revenue  stems  from  the  conversion  of  the  Prudential  Center 
commercial  property  to  taxable  status,  which  is  reflected  in  the  new  growth  component  of  the  tax  levy.  The 
reduction  of  non-reouring  revenues  is  explained  in  the  section  below. 

NON-RECURRING  REVENUES 
Included  in  the  "other  revenues"  category  are 
revenues  that  are  considered  non-recxuring,  such  as 
the  sale  of  assets,  court  settlements  and  the  fiscal 
1993  public  heailth  payment  made  by  Boston 
hospitals  to  fund  the  community  health  centers. 

These  revenue  soimces  may  extend  beyond  one  year 
but  are  not  permanent  or  dependable  sources  for 
funding  basic  city  services.  While  these  items  axe 
continuadly  changing,  in  aggregate  over  the  past  10 
years,  whether  appropriate  for  operational  spending 
or  not,  the  City  has  utilized  from  this  source 
anywhere  between  $16.9  milhon  and  $49.0  million 
each  year.  Since  fiscal  1984,  non-recxirring 
revenues  have  declined  by  $17.7  million  or  51.2%.  Non-recurring  revenues  hit  a peak  in  fiscal  1991,  totaling 
$49.0  million.  The  City  budgeted  $16.9  million  in  fiscal  1993,  the  smaUest  amount  from  this  source  over  the 
last  10  years.  Since  fiscal  1989,  non-recurring  revenues  have  dropped  by  $10.6  million  or  38.5%,  primarily 


NON-RECURRING  REVENUES 
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due  to  the  loss  of  its  budgetary  fund  balance,  more  commonly  called  "free  cash". 


Free  Cash 

Free  cash  generally  represents  the  amount  that  prior  year  property  taxes  collected  and  operating  surpluses 
exceed  property  taxes  owed.  In  fiscal  1993,  the  City  estimated  that  no  free  cash  would  be  avaulable,  a loss  of 
$10.9  million  from  fiscal  1992.  No  free  cash  in  fiscal  1993  was  in  large  part,  due  to  the  City’s  questionable 
use  of  free  cash  in  fiscal  1991.  That  year,  in  response  to  a reduction  in  state  aid  of  $34.5  million  and  an 
imwillingness  to  cut  spending  further,  the  City  depleted  much  of  its  reserves  to  build  up  the  amount  of  free 
cash  utilized  to  $38.6  million.  That  represented  at  least  $18.0  million  more  in  free  cash  than  had  been  used 
in  past  years  or  could  be  expected  in  subsequent  years. 

The  Commonwealth’s  Depmtment  of  Revenue  (DOR)  must  certify  the  City’s  free  cash  before  it  can  be 
appropriated.  On  March  27,  1991,  DOR  last  certified  Boston’s  free  cash  at  $29,535,554  as  of  July  1,  1990. 
The  City  applied  $18.6  million  of  that  total  to  prior  certifications  to  appropriate  a total  of  $38.6  million  in 
fiscal  1991.  The  balance  of  $10.9  million  was  appropriated  in  1992.  The  City  has  not  applied  for  subsequent 
free  cash  certifications  from  DOR  and  no  such  funds  were  used  in  fiscal  1993  or  budgeted  for  fiscal  1994. 
With  less  favorable  property  the  tax  collection  rate  due  to  the  economy  and  smaller  operating  surpluses,  the 
City  estimates  that  its  free  Ciish  position  is  a negative  to  $21.9  million  as  of  July  1,  1992. 
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WHERE  THE  MONEY  GOES 


General  Fund  Expenditures 

Boston’s  general  fund  expenditures  over  the  past  ten  years  have  been  driven  by  the  City’s  available  revenues. 
That  has  produced  spending  that  began  in  fiscal  years  1985  and  1986  with  mcreases  of  4.3%  and  5.9%, 
reached  a height  in  fiscal  1987  of  10.9%,  maintained  strong  growth  in  fiscal  years  1988  and  1989  with 
mcreases  of  7.5%  and  6.2%,  withstood  the  first  two  years  of  large  state  aid  cuts  in  fiscal  years  1990  and  1991 
with  reduced  growth  of  4.2%  and  2.4%  and  in  fiscal  1992  with  less  reserves  available  was  cut  by  3.2%.  The 
fiscal  1993  budget  of  $1,324  billion  kept  spending  level  with  an  increase  of  only  0.2%.  Altogether  in  the  10 
years  from  fiscal  1984,  Boston’s  general  fund  expenditures  have  increased  by  $4083  million  of  44.6%. 
Boston’s  general  fund  spending  has  fluctuated  since  fiscal  1984  but  as  a whole  has  mostly  kept  pace  with 
inflation  for  government  spending,  which  increased  by  453%  over  that  time.  In  constant  dollars  since  fiscal 
1984,  general  fund  expenditures  decreased  by  $4.4  million  or  0.5%.  (APPENDIX  C) 

The  Higfts  & Lows  of  Gty  Spending 

Over  10  years,  the  highs  of  city  spending  offset  the  lows  to  produce  an  overall  picture  of  expenditures 
keeping  pace  with  inflation.  However,  a look  at  spending  since  fiscal  1989  shows  a different  picture  of 
prioritization,  consolidation  and  retrenchment.  Over  the  past  four  years,  city  spending  has  increased  by  $43.9 
million  or  3.4%,  which  translated  into  an  average  annual  increase  of  0.8%.  An  average  of  less  than  one 
percent  increase  each  year  for  four  years  has  meant  cuts  in  real  spending  as  budgets  were  required  to  absorb 
inflationary  growth.  In  constant  dollars  during  this  time,  general  fund  expenditures  decreased  by  $135.1 
million  or  12.9%.  Faced  with  limited  revenue  growth,  the  Flynn  Administration’s  response  was  to  prioritize 
spending  in  departments  such  as  Police,  Fire,  Schools,  Hospitals  and  Sheriff  and  in  less  discretionary  services 
such  as  pensions,  debt  service  and  employee  benefits  that  continued  to  grow  in  cost.  The  consequence  of 
this  action  was  that  the  remaining  city  departments,  which  represented  only  14.1%  of  total  general  fund 
expenditures,  were  required  to  absorb  the  bulk  of  the  spending  cuts.  Indeed,  from  fiscal  1989  to  fiscal  1993, 
the  aggregate  spending  of  these  departments  decreased  by  $37.2  million  or  16.7%.  Departments  in  this 
group  include  Parks,  Public  Facilities,  Library,  Public  Works  and  the  administrative  amd  financial  agencies. 

Employee  Salaries 

Employee  compensation,  which  represents  two-thirds  of  departmental  spending,  reflected  the  revenue  trend, 
increasing  by  9.9%  in  fiscal  1987  and  decreasing  in  fiscal  years  1991,  1992  and  1993  by  2.1%,  7.4%  and  5.0% 
respectively.  The  cuts  in  spending  for  personal  services  are  attributable  to  no  salary  increases  being  provided 
for  in  the  past  three  years  and  the  reduction  in  the  City’s  work  force  by  1,278  positions  since  January,  1991. 

M<^or  Speruiing  Areas 

Boston’s  general  fund  expenditures  can  be  divided  into  six  major  areas:  (1)  city  departments,  (2)  Suffolk 
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County,  (3)  Health  & Hospitals,  (4)  Schools,  (5)  employee  benefits  and  (6)  mandatory  or  fixed  costs.  City 
departments  include  expenditures  for  departments  such  as  Police,  Fire,  Library,  Parks  and  Public  Works. 
Excluded  are  those  departments  treated  separately  in  the  other  areas.  The  Police  and  Fire  Department 
expenditures  are  excluded  in  some  sections  of  the  narrative  and  in  a few  tables  and  graphs  in  order  to  show 
more  realistically  the  budget  impact  of  the  remaining  departments  over  the  past  few  years.  Mandatory 
expenses  mclude  costs  for  state  assessments  and  debt  service,  while  employee  benefits  include  costs  for 
health  insurance,  medicare,  pensions,  retirement  system,  xmemployment  and  workers  compensation. 


CITY  OF  BOSTOM 
GENERAL  FUND  EXPENDITURES 
FIGURES  IN  ODD'S 
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Spending  Sh^ 

The  shift  in  spending  levels  for  mandatory  services  such  as  debt  service  and  state  assessments  and  the  growth 
in  employee  benefits,  especially  health  insurance,  have  contributed  to  the  cuts  in  depzirtmental  spending  since 
fiscal  1989.  Since  fiscal  1984,  the  costs  for  debt  service  and  state  assessments  increased  by  $30.9  million  or 
26.3%  to  $148.5  million.  In  the  first  half  of  this  period,  mandatory  expenses  increased  by  only  10.4%  which 
enables  a larger  share  of  the  City’s  resources  to  be  appUed  to  departmental  operations.  However,  since  fiscal 
1989,  when  the  City’s  resomces  were  more  limited,  mandatory  expenses  grew  by  17.2%,  absorbing  a larger 
share  of  available  resources,  thereby  limiting  funds  for  departmental  spending.  Also,  the  cost  for  employee 
benefits,  budgeted  at  $1923  million  in  fiscal  1993,  grew  by  38.2%  since  1984  and  by  11.1%  since  fiscal  1989, 
thus  requiring  a larger  share  of  the  limited  revenues.  The  driving  force  behind  the  employee  benefits 
increase  is  health  insuremce,  which  since  1989  increased  by  $28.4  million  or  71.7%.  Excluding  health 


Boston  Municipal  Research  Bureau,  Inc. 


11 


Expenditures 


insurance  costs,  total  spending  for  all  departments  and  services  increased  by  only  $15.6  million  or  1.3% 
during  that  time. 

Two  Year  Spending  Comparisons 

The  reduction  of  Boston’s  general  fund  expenditures  over  the  past  two  years  since  fiscal  1991  is  much  greater 
and  hzis  squeezed  all  city  services  more  than  a discussion  of  spending  changes  over  the  past  fom  years  would 
indicate.  The  four  year  spending  comparison  is  included  to  be  consistent  with  the  revenue  analysis,  which 
does  show  changes  from  fiscal  1989,  the  year  before  the  State  began  reducing  its  local  aid  to  cities  and  towns. 
In  fiscal  1990,  the  State  reduced  Boston’s  "Cherry  Sheet"  aid  estimate  by  $19.6  million  and  in  fiscal  1991,  the 
City’s  actual  state  aid  was  reduced  by  $34.4  million  or  8.0%.  In  both  years,  the  City  was  able  to  mitigate 
much  of  those  cuts  through  the  use  of  non-recurring  revenues  and  reserves.  In  fiscal  1990,  the  City  initially 
identified  reserves  to  offset  the  state  aid  cut,  but  at  the  end  of  the  year  the  aid  was  restored  through  court 
order.  That  enabled  the  City  to  divide  the  restored  aid  between  fiscal  years  1990  and  1991.  Thus,  with  the 
increeise  in  the  property  tax  levy  and  changes  in  other  revenues,  total  general  fund  expenditures  for  those  two 
years  increased  by  $53.6  million  or  4.2%  and  $32.2  million  or  2.4%  respectively.  In  fiscal  1992,  state  aid  for 
Boston  was  decreased  by  $403  million  or  10.2%.  With  far  less  non-recurring  support  available,  Boston’s 
general  fund  revenues  were  cut  by  $43.8  million  or  3.2%,  the  first  year  that  the  City’s  total  receipts  were  less 
than  the  prior  year  since  fiscal  1982,  the  first  year  of  Proposition  IVz.  In  fiscal  1993,  general  fund  revenues 
decreased  by  $459,000  or  0.03%. 

Over  the  last  two  years  in  fiscal  1992  and  1993,  the  budgets  of  all  basic  city  departmental  services,  except 
county  correctional,  have  been  cut.  Since  fiscal  1991,  total  dty  spending  has  been  reduced  by  $413  million 
or  3.1%.  That  compares  with  an  increase  of  $43.9  million  or  3.4%  since  fiscal  1989.  Even  the  Police 
Department  budget,  the  most  protected  of  all,  was  cut  by  0.7%  over  the  last  two  years,  while  it  increased  by 
7.0%  over  the  last  four  years.  The  same  holds  true  for  the  Fire  Department  whose  budget  was  cut  by  1.9% 
over  the  last  two  years  and  increased  by  4.9%  over  four.  In  the  last  two  years,  the  Hospital  budget  has  been 
cut  by  7.0%  zmd  the  School  budget  by  3.8%.  Contributing  to  the  departmental  decreases  over  the  past  two 
years  aire  the  increases  in  spending  incurred  by  Suffolk  County  departments  ( + 3.2%),  employee  benefits 
(+4.9%)  and  the  mandatory  expenses  of  debt  service  and  state  assessments  (+8.1%). 

This  section  of  the  report  analyzes  each  of  the  City’s  functional  areas  in  detail  as  well  as  looks  at  spending  in 
key  priority  areas  over  the  last  10  years  and  the  last  four  years. 

PRIORITT  DEPARTMENTS 

Over  the  past  ten  years,  a clear  and  distinct  pattern  of  priority  services  based  on  spending  levels  as  well  as 
stated  objectives  of  the  Flynn  Administration  has  been  established.  The  top  four  priority  departments 
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include:  POLICE,  FIRE,  SCHOOLS  AND 
HOSPITAL.  These  four  departments  represent 
57.7%  of  total  city  spending  in  fiscal  1993,  an 
increase  from  53.4%  in  fiscal  1984.  Collectively 
over  the  past  ten  years,  these  departments  have 
increased  their  spending  by  $275.1  million  or 
56.3%.  Total  general  fund  spending,  excluding  the 
four  departments,  increased  by  31.2%  during  that 
time.  Individually,  the  Police  Department  received 
the  largest  budget  increase  over  ten  years  of  76.8%, 
followed  by  the  Health  and  Hospitals  Department 
of  57.7%,  School  Department  of  52.7%  and  Fire 
Department  of  47.5%.  The  majority  of  the  growth 
in  these  departments  occurred  from  fiscal  1987  through  fiscal  1989,  during  which  time  the  City’s  revenue 
growth  peaked  and  generous  collective  b2U'gaining  agreements  were  negotiated. 


DEPARTMENTAL  GROWTH  EXCEEDING 
INFLATION  RATE  OVER  10  YEARS 
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46.3%  INFUTION  RATE 


I CHANOE  84-«3 


These  four  departments  are  also  the  City’s  largest  departments,  starting  wth  the  School  Department  with  its 
general  fund  fiscal  1993  budget  of  $374.0  million,  which  represented  283%  of  the  total  budget.  The  Hospital 
Department  was  second  at  $180.8  million,  followed  by  Police  at  $125.3  million  and  Fire  at  $83.5  million. 

Since  fiscal  1984,  only  ten  other  departments  besides  these  four  increased  their  spending  authority  beyond 
the  rate  of  inflation. 


Priority  Spending  Since  1989 


In  the  four  years  since  fiscal  1989,  the  aggregate 
spending  of  these  four  departments  increeised  by 
$32.9  million  or  4.4%,  while  total  city  spending,  less 
these  four  departments,  increased  by  $11.9  million 
or  2.2%.  Total  spending  with  all  departments 
increased  by  $43.9  million  or  3.4%.  During  this 
time,  the  Police  Department,  once  again,  incurred 
the  largest  spending  increase  of  $83  million  or 
7.0%.  School  Department  spending  increased  by 
$18.6  miUion  or  5.2%,  followed  by  Fire  at  $3.9 
million  or  4.9%  and  Health  and  Hospitals  at  $1.4 
million  or  0.8%. 


DEPARTMENTAL  GROWTH  VS.  INFLATON 
FISCAL  1989-1993 

16.8%  INFLATION  RATE 
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In  fiscal  1992  and  fiscal  1993,  all  priority  departments,  with  the  exception  of  Police  in  fiscal  1992,  incmred 
reductions  m spending  levels.  This  was  necessary  due  to  the  fact  that  the  City’s  general  fund  revenues 
decreased  each  of  these  years  and  because  most  other  departments  had  their  budgets  cut  over  the  prior  two 
years,  precluding  them  from  further  large  cuts.  During  this  two  year  span,  the  largest  decline  was 
experienced  by  the  Hospital  Department  in  fiscal  1992,  with  a reduction  in  spending  of  5.8%.  Ail  other 
spending  reductions  that  occurred  in  these  departments  were  small  when  compzu-ed  with  the  previous  years 
spending  increases  but  still  required  internal  cuts  to  absorb  inflationary  mcreases. 

OTHER  CITY  DEPARTMENTS 

The  "Other  City  Departments"  group  includes  all  city  departments,  agencies,  divisions  and  commissions 
except  the  priority  departments  of  Police,  Fire,  Health  and  Schools  2md  employee  benefits  expenses.  These 
46  departments  in  fiscal  1993  had  an  aggregate  budget  of  $186.7  million  and  represented  14.1%  of  total  city 
spending.  Together,  these  departments  experienced  a growth  in  spending  over  the  last  10  years  of  $35.0 
million  or  23.1%.  However,  in  real  dollars  taking  inflation  into  account,  collectively  the  spending  of  these 
departments  was  reduced  by  $23.2  million  or  153%.  Most  of  these  46  departments  enjoyed  the  expansion  in 
city  spending  in  the  mid  to  late  1980s  and  increased,  as  a whole,  m fiscal  years  1986,  1987  and  1988  by 
10.9%,  25.4%  and  83%  respectively.  This  growth  of  spending  expanded  services  beyond  the  basic  needs  of 

the  City.  (APPENDIX  D) 

First  Departmental  Cuts 
When  the  City  began  to  experience  declining 
revenue  growth,  in  order  to  protect  the  priority 
departments,  this  group  of  46  wais  the  first  to  be  cut 
back,  stcU'ting  in  fiscal  1990.  The  spending 
reductions  of  this  group  in  the  four  years  from 
fiscal  1989  through  fiscal  1993  are  -1.0,  -1.5%,  - 
11.6%  and  -3.4%  respectively.  The  spending 
reduction  in  the  past  four  years  totaled  $37.3 
million  or  16.7%.  In  constant  or  real  dollars,  the 
reduction  over  the  saime  time  was  $54.6  million  or 
29.8%. 


The  group’s  spending  reduction  of  $373  million  or  16.7%  over  the  past  four  years  was  accomplished  in  a 
variety  of  ways,  although  the  most  recent  reductions  and  those  proposed  for  fiscal  1994  will  affect  the  City’s 
ability  to  provide  minimum  services.  The  spending  decline  has  been  achieved  through  comprehensive  efforts 
to  improve  the  efficiency  of  service  delivery,  the  shifting  of  service  funding  outside  of  the  general  fund  and 


SELECTED  DEPARTMENTS  VS.  INFLATION 
FISCAL  1989-1993 

18.8%  INFLATION  RATE 
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the  reduction  of  services  added  during  the  growth  years  that  exceed  the  essential  needs  of  the  City. 

The  Assessing  Department,  for  example,  reduced  its  spending  since  fiscal  1989  from  $6.5  million  to  $4.6 
million,  a cut  of  29.2%  and  reduced  its  payroll  by  51  positions  since  January,  1989.  Much  of  this  constriction 
was  accomplished  through  more  efficient  computer  operations  and  improved  software  applications,  a better 
system  of  data  entry,  more  cross  training  of  clerical  staff  and  a more  decentralized  management  structure 
that  enabled  reductions  in  the  number  of  senior  administrative  positions.  On  the  other  hand,  with  fewer 
eissessors,  less  revenue  was  collected  from  initiatives  to  identify  and  tax  existing  personal  property.  With 
fewer  clerks,  motor  vehicle  excise  abatements  were  being  processed  slower  and  less  outreach  with  the  public 
regarding  clause  exemptions  was  being  provided.  Spending  for  the  Parks  Department  dropped  to  $8.8 
million  in  fiscal  1993,  a decline  of  $4.0  million  or  31.4%  in  four  years.  The  Parks  Department  work  force 
was  trimmed  by  52  positions  since  January,  1989.  This  degree  of  spending  decrease  was  attributable  to  a 
more  efficient  scheduling  of  services  but  also  reflects  the  Department’s  ability  to  access  funding  sources 
outside  of  its  operating  general  fund  budget. 

HEALTH  AND  HOSPITALS 

The  Hedth  and  Hospitals  Department  provides  medical  and  public  health  services  to  the  people  of  Boston, 
regardless  of  an  individual’s  ability  to  pay.  Boston  City  Hospital,  3m  acute  care,  community  teaching  hospital 
3iffiliated  with  Boston  University  School  of  Medicine,  provides  a full  range  of  in-patient  and  out-patient 
services.  The  Community  Headth  Services  Division  of  the  Department  mauntains  or  provides  financiad 
support  for  severad  neighborhood  outpatient  health  clinics  and  also  ofrers  speciadized  services  ranging  from 
public  health  nursing,  drug  programs  and  health  services  for  children.  The  Department  currently  serves 
persons  with  chronic  diseases  at  its  151-bed  Mattapam  Hospitad,  technicadly  known  as  the  Boston  Specialty 
amd  Rehabilitation  Hospitad.  The  City  will  soon  complete  its  $170  million  reconstruction  of  Boston  City 
Hospital,  which  will  consolidate  amd  modernize  medical  services  in  a single  356-bed  facility. 

Spending  Control 

The  Headth  amd  Hospitads  Depautment  has  made  a concerted  effort  to  control  its  spending  in  order  to  insure 
the  finamcial  viability  of  the  new  Boston  City  Hospital.  With  the  need  to  be  competitive  with  the  other 
teaching  hospitals  in  Boston  and  knowing  that  a $14.5  million  debt  service  cost  would  be  absorbed  by  the 
Depau-tment  beginning  in  fiscad  1994,  the  Hospital  Depau'tment  initiated  actions  to  reduce  its  operationad 
costs.  The  reductions  were  guided  by  the  assumptions  regarding  federad  amd  state  reimbursement  programs, 
patient  volume  levels  and  labor  costs  made  in  the  ori^ad  finandad  feasibility  study  of  the  new  hospitad. 

More  pressure  to  reduce  costs  wais  placed  on  the  Hospital  Depau'tment  in  1991  when  the  state  approved 
Chapter  495,  which  established  a new  system  of  regtdating  hospital  chau-ges  with  an  increasing  focus  on 
competitive  pricing.  The  amtidpated  net  effect  of  Chapter  495  is  that  revenues  will  be  less  than  projected.  A 
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general  decline  in  the  inpatient  market,  Chapter  495  and  the  private  teaching  hospital  expansion  in  Boston, 
which  has  made  BCH’s  service  area  population  more  attractive  to  other  hospitals,  indicate  the  difficulty  BCH 
may  have  to  meet  its  patient  volume  estimates.  As  part  of  its  cost  control  efforts,  the  Department’s  work 
force  has  been  cut  by  823  positions  from  January,  1989  to  January,  1993.  Continued  reductions  to  meet 
projections  will  be  more  difficult  to  achieve. 


The  Health  and  Hospitals  Department’s  fiscal  1993  budget  was  $180.8  milhon,  which  represented  13.7%  of 
total  city  operations.  Hospital  spending 
increased  by  $66.2  million  or  57.7%  since 
fiscal  1984,  which  in  constant  dollars 
translated  into  an  increase  of  $9.8  million 
or  8.6%.  However,  since  the  inflation 
factor  was  based  on  the  price  of 
government  not  hospital  services  which  is 
higher,  the  real  dollair  chainge  was 
probably  negative.  Over  the  last  four 
years,  hospital  spending  continued  to  grow 
m fiscal  years  1990  and  1991  but  declined 
in  fiscal  years  1992  and  1993  for  an  overall 
increase  of  $1.4  million  or  0.8%.  The 
constant  dollar  decrease  during  this  time 
was  $22.2  million  or  15.2%.  In  the  two  years  since  fiscal  1991,  hospital  spending  was  cut  by  $13.6  million  or 
7.0%. 


HOSPITAL  EXPENDITURES  VS. 
REVENUES:  FY  1984-1993 


Million* 


^ REVENUES  — EXPENDITURES 

8URPLU8/-DEFICIT 


A review  of  actual  general  fund  expenditmes  and  revenues  of  the  Health  and  Hospitals  Depau’tment,  based 
on  more  of  a cash  than  an  accrual  accounting  basis,  showed  expenditures  exceeding  revenues  over  the  past 
six  years.  Only  in  fiscal  years  1986  and  1987,  during  the  last  ten  yezirs,  has  the  Health  and  Hospitals 
Department  generated  revenues  in  excess  of  expenditures.  In  fiscal  1992,  actual  expenditures  exceeded 
revenues  by  $14.8  million  and  the  fiscal  1993  budget  anticipated  a city  subsidy  of  $22.8  milhon.  A limited  city 
subsidy  is  not  unexpected  since  not  all  programs  provided  by  the  Department  generate  revenues.  For 
example,  the  PubUc  Health  Program  in  fiscal  1993  was  budgeted  for  $17.8  milhon.  Currently  at  issue  is  to 
what  degree  can  the  City  afford  to  provide  a subsidy  to  Boston  City  Hospitzil  in  its  new  facihty.  This  issue 
wiU  be  developed  further  in  a separate  study  the  Bureau  whl  release  shortly. 


BOSTON  PUBLIC  SCHOOLS  (BPS) 

The  School  Department  is  the  largest  department  in  the  City,  with  a general  fund  budget  of  $374.0  milhon  in 
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fiscal  1993,  representing  28.3%  of  total  operational  spending.  In  the  10  years  since  1984,  School  Department 
spending  increased  by  $129.0  million  or  52.7%,  which  exceeded  the  percentage  increzise  of  all  major 
departments  except  Police  (73.2%),  Suffolk  County  (76.8%)  and  Health  and  Hospitals  (57.7%).  School 
spending  exceeded  the  totzil  city  spending  increase  of  44.6%  and  the  inflation  increase  of  453%  during  this 
time.  Influencing  School  Department  spending  when  compared  with  other  departments  is  the  fact  that  the 
School  Department  htis  been  required  to  absorb  the  cost  of  health  insurance  in  its  budget  as  has  the  Hospital 
Department.  For  other  city  departments,  the  cost  of  health  insurance,  which  citywide  increased  by  173.3% 
over  this  10  year  period,  is  budgeted  in  a separate  accoimt. 

During  the  periods  of  growth  and  cuts  since  fiscal  1984,  School  Department  spending  has  slightly  improved 
its  share  of  total  operational  spending.  In  fact,  its  share  increased  from  26.8%  in  fiscal  1984  to  283%  in 
fiscal  1993.  In  constant  dollars  since  1984,  school  spending  has  increased  by  $12.4  million  or  5.1%. 

BPS  Since  1989 

While  the  School  Department’s  expendittu'es  exceeded  inflationary  growth  in  the  five  years  from  fiscal  1984, 
spending  lagged  behind  the  rate  of  inflation  since  fiscal  1989.  School  spending  increased  by  $18.6  million  or 
5.2%  over  the  four  years  since  fiscal  1989,  when  total  city  spending  increased  by  3.4%  and  inflation  increased 
by  18.8%.  In  constant  dollars  using  a government  price  deflator,  school  spending  decreased  by  $33.1  million 
or  11.4%  in  four  years.  Total  city  spending  decreased  by  12.9%  during  the  same  time.  Over  the  last  two 
years,  school  spending  decreased  from  $388.9  million  to  $374.0  million,  a cut  of  $14.9  million  or  3.8%.  In  the 
four  years  from  fiscal  1989  to  fiscal  1993,  the  chemge  in  school  spending  from  the  prior  year  declined  from 
5.4%,  3.9%,  -1.8%  and  -2.1%  respectively.  The  largest  increase  occurred  in  fiscal  1989,  when  BPS  spending 
rose  by  11.6%,  in  part  due  to  the  funding  of  the  first  year  of  the  new  collective  bargaining  contracts. 

In  fiscal  1991  and  fiscal  1992,  BPS  spending  at  year  end  was  less  than  available  revenues,  enabling  the 
Department  to  post  small  operating  surpluses  of  $26,673  and  $38,122  respectively.  A similar  surplus  Wcis 
expected  for  fiscal  1993.  Prior  to  fiscal  1991,  the  Department  had  incurred  operating  deficits  for  five 
consecutive  years. 

SUFFOLK  COUNTY 

As  a result  of  the  state’s  gradual  assumption  of  county  services,  such  as  the  county  court  system  in  fiscal 
1989,  Suffolk  County  services  are  limited  to  the  Registry  of  Deeds  and  the  Sheriff’s  Department,  which  is 
responsible  for  the  care,  custody  and  control  of  nearly  1,800  inmates  committed  to  the  Jail  at  Nashua  Street 
and  the  House  of  Correction  at  South  Bay.  The  Sheriffs  Department  represented  93.4%  of  the  fiscal  1993 
Suffolk  Coxmty  spending. 
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The  Sulfolk  County  budget  for  fiscal  1993  was  $32.7 
million,  which  represented  2.5%  of  total  general 
fund  expenditures.  Of  that  total,  the  City  provided 
from  its  own  funds  $11.1  million  and  the  state, 
through  a county  jail  grant,  paid  $21.6  million. 

After  the  tax  rate  was  set  last  year,  the  state 
informed  the  City  that  starting  in  fiscal  1993,  the 
county  jail  grant  would  be  paid  directly  to  the 
Sheriffs  Department  and  not  be  included  in  the 
City’s  general  fund.  Keeping  the  grant  in  the  fiscal 
1993  budget  for  comparative  purposes,  over  the  last 
10  years,  coimty  spending  increased  by  $14.2  million  or  76.8%,  making  it  the  fastest  growing  expense  category 
in  the  City.  Even  in  real  dollars,  the  increase  over  the  same  period  was  an  impressive  21.7%,  as  compared 
with  a decrease  of  0J%  for  city  operations  as  a whole.  In  the  four  years  since  fiscal  1989,  coimty  spending 
increased  by  $8.2  million  or  33.3%,  which  translates  into  a 12.2%  increase  in  constant  dollars.  The  four  year 
county  increase  of  333%  compared  with  the  overall  city  increase  of  3.4%.  The  biggest  jump  in  county 
spending  occurred  in  fiscal  years  1990  and  1991  as  the  new  and  larger  jail  and  house  of  correction  facilities 
became  oj>erational  with  their  expanded  capacity  and  employee  requirements.  From  January,  1989  to 
January,  1993,  the  munber  of  correctional  employees  increased  by  471.  The  increase  in  county  expenses  as 
the  growth  in  dty  departmental  spending  reduced  over  the  past  four  years  has  caused  the  county  share  of  the 
total  operational  spending  to  increase  from  1.9%  in  fiscal  1989  to  2.5%  in  fiscal  1993.  Additionally,  the  City 
pays  a disproportionate  share  of  county  correctional  costs  when  comptU'ed  with  what  other  communities  pay. 
In  fiscal  1993,  Boston  was  expected  to  pay  for  25%  of  correctional  costs,  while  the  average  county  assessment 
for  this  purpose  throughout  the  state  was  12%. 

EMPLOYEE  BENEFITS 

The  cost  of  employee  benefits  in  fiscal  1993  v/as  $192.3  million,  which  represented  143%  of  total  city 
spending,  up  from  133%  in  fiscal  1989.  This  category  includes  expenses  for  pensions,  health  insurance, 
medicare,  workers  compensation  and  unemployment  compensation  for  city  and  county  departments.  The 
pension  amd  health  insurcmce  costs  aic  budgeted  separately  and  not  included  in  the  city  and  county 
departments’  budgets.  Unemployment  compensation  and  workers  compensation  are  budgeted  in  each 
department’s  budget.  Except  for  pension  costs,  all  these  items  for  school  and  hospital  employees  are 
included  in  the  budgets  of  the  School  and  Hospital  Departments.  The  teachers’  pension  costs  are  initially 
paid  by  the  City  but  reimbursed  by  the  state  the  following  year.  In  the  employee  benefits  category,  pensions 
and  health  insurance  costs  represented  97.8%  of  the  total  in  fiscal  1993. 
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In  the  10  year  period,  employee  benefits  costs,  in  aggregate,  have  increased  by  $53.1  million  or  38.2%,  which 
was  less  than  the  increase  in  inflation  of  453%  and  in  constant  dollars  represented  a cut  of  4.9%.  This 
moderate  increase  is  due  to  the  Flynn  Administration’s  efforts  to  control  its  pension  costs,  the  success  of 
which  has  hidden  the  extraordinary  increases  in  the  City’s  health  insurance  costs  when  all  benefit  costs  are 
combined.  Since  fiscal  1989,  employee  benefits  increased  by  $19.2  million  or  11.1%,  absorbing  a larger  share 
of  the  City’s  limited  resources.  That  has  contributed  to  total  departmental  spending  having  increased  by 
only  1.9%  during  the  Scune  time. 

Health  Insurance  Costs 

The  city  and  coimty  employee  health  insurance  costs  skyrocketed  and  exceeded  any  other  budget  item  in 
terms  of  cost  increase.  This  expense  was  budgeted  at  $68.0  million  in  fiscal  1993,  a growth  of  9.8%  over  the 
prior  year.  Since  fiscal  1984,  spending  for  health  insurance  jumped  by  $43.1  million  or  173.3%,  which 
compared  with  an  inflation  rate  for  the  same  period  of  453%.  Over  the  last  four  years,  health  insurance 
costs  increased  by  $28.4  million  or  71.7%,  compared  with  an  inflation  rate  of  18.8%.  The  cost  of  health 
insurance  is  tied  directly  to  the  benefits  provided  in  the  employees’  collective  bargaining  contracts  and  then- 
choices.  The  union  contracts  have  expired  and  negotiations  for  new  contracts  are  underway  now.  The  City 
provides  75%  of  the  total  premitim  for  Blue  Cross  Blue  Shield’s  Master  Medical  plan  and  the  dollar 
equivalent  of  the  authorized  health  care  maintenance  organization  programs  with  the  requirement  that 
employees  pay  10%  of  the  premiums. 

Pension  Costs 

In  contrzist,  the  City’s  pension  obligation  in  fiscal  1993  was  $112.0  million,  which  represented,  in  the  10  years 
since  fiscal  1984,  an  increase  of  $93  million  or  9.3%,  far  less  than  the  increase  for  inflation.  However,  these 
numbers  would  have  been  much  higher  had  the  City  not  challenged  the  methodology  employed  by  the 
Commonwealth’s  Public  Employee  Retirement  Administration  (PERA)  and  pursued  legislative  assistance  in 
manciging  its  pension  costs.  PERA  is  a state  agency  established  to  oversee  the  state’s  106  public  retirement 
systems. 

Pension  Legislation 

Because  of  these  actions  the  City’s  pension  expenditures  fluctuated  since  fiscal  1989,  with  large  annual 
increases  experienced  in  the  first  five  years,  followed  by  annual  reductions  over  the  next  four  years.  From 
fiscal  1984  to  fiscal  1988,  Boston’s  pension  costs  increeised  from  $102.5  million  to  $130.5  million,  a jump  of 
$28.0  million  or  273%.  The  Flynn  Administration,  convinced  that  its  pension  funding  schedule  established 
by  PERA  was  arbitrarily  high,  began  negotiating  with  PERA  to  reduce  its  assessment.  That  resulted  in 
pensions  costs  decreasing  from  $1303  million  in  fiscal  1988  to  $113.0  million  in  fiscal  1991.  In  1988,  Boston 
became  the  first  mimicipality  in  the  Commonwealth  to  adopt  the  provisions  of  the  Pension  Reform  Act 
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(Chapter  697  of  the  Acts  of  1987)  effective  in  fiscal  1990.  Prior  to  that  the  City  had  operated  under  a pay- 
as-you-go  system,  but  by  adopting  Chapter  697,  the  City  agreed  to  eliminate  its  unfunded  pension  liability 
over  40  years  based  on  an  actuarially-determined  full  funding  schedule.  For  the  first  six  years  after  adoption, 
a municipality  must  appropriate  at  its  pay-as-you-go  costs  even  though  that  amount  exceeds  the  actuarially- 
determined  full  funding  schedule.  Desirous  of  taking  advantage  of  the  lower  full  funding  pension  costs,  the 
City,  in  fiscal  1991,  succeeded  in  having  enacted  a special  act  (Chapter  450)  with  PERA’s  approval,  which 
enabled  Boston  to  establish  an  updated  actuairial  funding  schedule,  which  reduced  its  pension  costs  in  fiscal 
1992  to  $106.3  million.  The  act  also  reduced  the  time  required  before  Boston’s  pension  system  would  be 
fully  funded  to  29  years.  The  schedule  will  be  periodically  updated  although  the  annual  costs  are  expected  to 
increase  by  around  4.0%  to  5.0%.  In  fiscal  1993,  pension  expenses  rose  to  $112.0  million,  2m  increase  of  $5.7 
mUlion  or  5.3%.  The  reduced  pension  costs  and  decrease  in  the  number  of  years  to  be  fully  funded  are,  in 
large  part,  due  to  the  improvement  in  the  City’s  pension  assets  and  reduction  in  the  City’s  work  force.  Over 
the  past  ten  years,  Boston’s  pension  system’s  assets  as  a percent  of  its  liability  has  increase  from  15.7%  in 
1983  to  58.7%  in  1992. 

MANDATORY  EXPENSES 

Mandatory  expenses  for  debt  service  and  state  assessments  have  grown  at  a relatively  low  rate  since  fiscal 
1984,  increasing  by  26.3%.  Reflecting  this  slow  growth,  mandatory  expenses  have  consumed  a smaller 
portion  of  the  overall  spending,  declining  from  12.8%  of  total  spending  in  fiscal  1984  to  11.2%  in  fiscal  1993. 
Since  fiscal  1989,  mandatory  spending  has  increased  by  173%,  reflecting  faster  growth  during  this  time  than 
toted  departmental  sp>ending,  which  increased  by  1.9%. 

State  Assessments 

State  assessments  represent  charges  by  the  state  for  services  to  Boston.  The  predominate  item  is  the  MBTA 
assessment  for  Boston’s  share  of  the  net  cost  of  the  service  deficit.  The  City’s  assessment  currently  amounts 
to  approximately  423%  of  the  total  annuad  assessment  on  all  cities  and  towns  in  the  district.  Proposition  IVi 
limits  increases  in  the  MBTA  assessment  to  25%  of  the  prior  year’s  assessment,  which  has  required  the  state 
to  absorb  increaises  beyond  25%.  State  assessments  increased  by  0.1%  from  fiscal  1984  to  fiscal  1989. 
However,  since  fiscal  1989,  this  spending  grew  by  14.7%  to  $55.4  million  in  fiscal  1993. 

Debt  Services 

Debt  service,  the  cost  of  prindpad  and  interest  on  general  obligation  bonds  and  temporary  bonds  or  revenue 
notes,  totaled  $93.1  million  in  fiscal  1993.  In  fiscal  1984,  the  Flynn  Administration  established  the  Office  of 
Capital  Planning  with  responsibility  for  developing  an  annual  five-year  capital  budget.  Debt  service  costs 
over  the  ten  year  period  have  increased  by  $233  million  or  333%,  with  the  increase  since  fiscal  1989  of 
18.8%  being  greater  than  the  rise  over  the  first  five  years  since  fiscal  1984  of  12.2%.  Debt  service  as  a 
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percent  of  total  expenditures  increased  from  6.1%  in  fiscal  1989  to  7.0%  in  fiscal  1993.  A more  detailed 
discussion  of  Boston’s  debt  service  expenses  is  included  in  the  debt  management  section  of  this  report. 

PERSONAL  SERVICES 

Personal  service  expenses  include  the  costs  of  scdaries  and  overtime  for  the  City’s  work  force.  In  fiscal  1993, 
the  cost  of  personal  services  totaled  $660.6  million.  Reflecting  the  labor  intensity  of  government  services, 
personal  services  represents  the  largest  budget  item  of  the  City,  62.1%  of  total  departmental  spending  in 
fiscal  1993.  That  is  why  Boston’s  work  force  levels  and  collective  bargaining  agreements  are  such  important 
factors  in  managing  properly  the  City’s  resources. 

In  the  ten  years  since  fiscal  1984,  personal  services  costs  increased  by  52.3%,  greater  than  the  inflationary 
increases  for  government  services  of  45.3%  or  the  increase  for  total  city  spending  of  44.6%  during  that  time. 
In  constant  dollars,  personal  services  increased  by  4.8%  since  fiscal  1984. 

Spending  for  personal  services  provides  the  best  example  of  how  the  past  ten  years  really  represented  two 
contTcisting  periods  of  spending  for  Boston,  reflecting  av2iilable  resources.  The  first  period,  from  fiscal  1984 
to  fiscal  1989,  is  one  of  aggressive  growth.  The  second  period,  from  fiscal  1989  to  fiscal  1993,  is  one  of 
declining  growth  and  then  decreases.  In  summary,  when  the  City  had  the  money,  it  spent  it  and  when 
revenues  declined,  spending  was  cut  back.  In  the  first  period,  spending  for  salaries  and  overtime  increased 
by  $208.1  million  or  48.0%.  At  the  height  of  this  period,  personal  service  costs  in  fiscal  years  1987,  1988  and 

1989  increased  by  12.5%,  12.6%  and  8.7%  respectively.  During  this  time,  the  City  added  1,333  employees  to 
the  work  force  and  negotiated  generous  collective  bargaining  contracts  with  the  employee  imions. 

Salary  Increases  Vs.  Employee  Contracts 

The  City  did  not  take  advantage  of  the  extraordinary  increases  in  discretionary  revenues  to  effect  important 
changes  in  productivity  measures  and  work  rules  in  the  contracts  that  would  have  allowed  departments  to 
provide  services  more  efficiently.  The  4-2  work  week  for  police  officers  is  a good  example.  Eliminating  this 
provision,  according  to  the  Police  Department  would  add  approximately  159  additional  officers  for  immediate 
duty.  However,  the  17  days  off  allowed  by  the  4-2  work  week  is  being  utilized  by  the  officers  by  working 
overtime  and  paid  detail.  Thus,  moving  from  the  4-2  work  week  would  result  in  a loss  of  compensation  for 
the  officers,  and  the  union  would  expect  some  finemcial  incentive  to  change  this  schedule.  The  Police 
Department  estimates  that  cost  at  $5.2  million  annually. 

Four  Year  Change 

In  the  period  from  fiscal  1989  to  fiscal  1993,  the  cost  of  personal  services  increased  at  a lower  rate  in  fiscal 

1990  and  1991  and  actually  decreased  by  2.8%  and  2.3%  in  fiscal  years  1992  and  1993  respectively.  Overall, 
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personal  service  expenditures  increased  by  2.9%  during  a time  when  inflation  for  government  service 
increased  by  18.8%.  The  City  managed  this  drop  by  not  negotiating  new  contracts  and  by  cutting  its  work 
force.  During  this  time,  the  City’s  payroll  dropijed  by  1,902  positions.  The  contracts  for  most  city  employees 
expired  on  June  30,  1990,  which  meant  that  their  last  salary  increases  were  in  July,  1989.  Most  school 
contracts  expired  on  August  31,  1992,  but  school  employees  have  not  received  a salary  increase  for  almost 
two  years  since  no  salairy  increases  were  provided  for  in  the  last  year  of  the  expired  contract. 

Salary  Expenses  By  McqorArea 

Salary  and  overtime  expenses  over  both  time  periods  differed  with  the  four  major  service  areas:  City, 
Hospital,  School  and  County.  For  city  departments,  in  aggregate,  spending  for  personal  services  increased 
46.5%  over  the  first  period  from  fiscal  1984  to  fiscal  1989  but  only  by  1.9%  since  fiscal  1989.  This  follows 
the  City’s  revenue  situation  already  described.  The  Health  and  Hospitals  Department  increased  personal 
service  costs  by  59.2%  in  the  first  five  years,  but  cut  spending  by  6.9%  since  fiscal  1989  as  it  worked  to 
operate  more  competitively  in  preparation  for  its  move  into  the  new  hospital.  Salary  costs  for  the  School 
Department  rose  by  47.1%  m the  first  period,  but  increased  by  5.6%  over  the  past  four  years  as  resources 
declined.  Suffolk  County  personal  service  expenditures  increased  by  only  19.2%  from  fiscal  1984  to  fiscal 
1989,  but  with  the  construction  of  two  new  correctional  facilities  with  larger  work  force  requirements  in  the 
p2ist  few  years,  Suffolk  County  costs  for  personal  services  increased  by  53.1%  for  a ten  year  increase  of 
82.5%.  The  increase  would  have  been  larger  had  the  State,  in  fiscal  1988,  not  assumed  responsibility  for  the 
coimty  court  system  and  the  services  to  maintain  the  county  court  buildings.  That  resulted  in  174  employees 
being  transferred  to  the  state.  A thorough  analysis  of  changes  in  the  City’s  personnel  levels  is  provided  in  a 
later  section  of  this  report. 

COMPARISON  OF  BOSTON’S  SPENDING 
A dose  Look  At  Six  Cities 

To  get  a "snapshot"  of  how  Boston’s  spending  on  city  services  compares  with  other  cities,  the  Bureau 
conducted  an  initial  survey  of  the  expenditures  of  20  cities.  However,  because  of  the  wide  variety  of  ways  in 
which  municipal  services  are  provided  and  funded,  the  Bureau  conducted  a det<uled  survey  of  six  cities, 
including  Boston,  to  allow  for  more  accurate  comparisons.  A detailed  analysis  of  the  fiscal  1991  financial 
statements  of  Seattle,  Atlanta,  Columbus,  Milwaukee,  Pittsburgh  and  Boston  shows  that  Boston  spent  more 
in  overall  general  fund  expenditures  as  well  as  more  in  public  safety  spending.  As  explained  in  the 
methodology  section,  adjustments  were  made  to  each  city’s  expenditures,  including  Boston,  to  ensure 
comparability  of  service  and  funding  provisions  and  to  account  for  regional  spending  differences. 

Overall  Expenditures 

On  a per  capita  basis,  Boston  exceeded  each  of  the  other  five  cities  after  detailed  adjustments  were  made. 
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The  study  shows  that  Boston  spent  U 
times  the  average  of  the  cities 
surveyed.  Boston  spent  23  times  that 
of  Columbus  and  1.4  times  that  of 
Seattle.  On  a per  capita  basis,  Boston 
spent  an  average  of  $1,036,  while  the 
other  cities  spent  an  average  of  $689. 


Public  Safety 

To  further  detine  the  comparison, 
public  safety  expenditures,  which 
comprise  police  and  tire  department 
sp>ending,  were  also  analyzed  in  detail. 

For  overzdl  public  safety  spending  per 
capita,  Boston’s  spending  at  $368  was 
24%  more  than  the  average  of  $297. 

When  police  and  tire  are  reviewed 
separately,  Boston’s  police  spending  of 
$220  per  capita  exceeded  all  the  other  cities  in  the  sample  except  Atlanta  at  $223.  Boston  spent  almost  20% 
more  than  the  average  of  $184  for  police  services.  In  addition,  Boston  maintained  the  highest  per  capita 
spending  for  tire  services  at  $148,  which  was  30.5%  more  than 
the  average  of  $114. 

Hi^  Cost  Conditions 

The  Bureau’s  comparative  city  study  focused  only  on  the 
spending  for  services  provided  in  each  dty.  A 1984  study 
comparing  Boston’s  spending  with  spending  in  other  cities, 
conducted  by  Katharine  Bradbury  and  John  Yinger  entitled 
"Making  Ends  Meet:  Boston’s  Budget  in  the  1980s"  published  in 
the  New  England  Economic  Review,  attributed  Boston’s  higher 
spending  to  greater  responsibilities  and  higher  costs  except  for 
4%  to  7%  of  Boston’s  spending  which  was  attributable  to  above 
average  inefficiency.  The  Bureau  did  account  for  Boston’s 
greater  job  responsibilities  by  excluding  spending  for  county  government,  health,  hospitals  and  public  schools. 
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METHODOLOGY 

• The  sample  consisted  cities  with  populations  ranging  from  325,000  to 
750,000. 

• Figures  used  are  from  the  1991  Q>mprehenstve  Annual  Financial 
Statements  of  each  city  and  the  items  in  those  general  fund  statements  were 
compared  to  Boston’s  services.  The  general  fund  is  the  operating  fund  for 
the  city  and  is  used  for  all  revenues,  expenditures  and  other  financial 
resources  except  those  requited  to  be  accounted  for  in  other  funds. 

• Excluded  from  general  fund  spending  figures  are  any  listed  expenditures 
for  debt  service,  educaticm,  health,  ho^itals,  judicial  (including  munidpat  and 
county  courts,  and  corrections)  or  county  services. 

• As  a result  (A  consultations  with  the  dties’  budget  staff,  additional 
adjustments  were  made; 

> deletion  of  MBTA  and  other  state  assessments  from  Boston’s  figures. 

- Addition  to  other  dties  were  made  for  Boston  services  accounted  for 
other  funds. 

♦ Deletion  from  other  dties  for  services  not  provided  by  Boston  (e.g.  City 
Zoo,  Aquarium). 

-Deletion  from  Boston  for  services  not  provided  in  other  dties  (e.g. 
Elections  and  Registry  Services). 

• To  account  for  reg^nal  spending  differences,  1991  actual  general  fund 
eiqienditures  are  "equalized"  to  purchasing  power  by  using  the  1989 
Consumer  Price  Index  (CPI).  Boston’s  expenditures  have  been  adjusted  to 
each  dty  individually.  Therefore  when  discussing  all  six  dties,  the  average 
is  used. 
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where  applicable  for  each  dty.  High  cost  conditions  include 
high  density,  high  violent  crime  rate,  a smaller  than  average 
percentage  of  the  population  inside  the  city,  age  of  housing 
stock  and  the  percent  of  the  population  living  below  the  poverty 
line.  These  factors  were  not  accounted  for  in  the  Bureau’s 
survey  and  would  accoimt  for  some,  but  certainly  not  all,  of 
Boston’s  higher  spending. 

What  Gdes  Do  Differently 

Cities  involved  in  this  study,  as  well  as  other  cities  across  the 
country,  are  each  unique  in  their  organization,  needs,  costs, 
priorities  and  spending.  Cities  do  not  have  the  same  definition 
of  city  services  commonly  provided.  For  example,  housing 
inspection  services  provided  by  a separate  department  in  Boston 
are  administered  by  the  Police  Department  in  Seattle.  While 
Boston  uses  its  general  fund  for  nearly  all  city  services,  other  cities  provide  the  same  services  through  special 
revenue  accounts,  "special  purposes"  or  "contingencies"  accounts.  In  addition,  cities  may  have  unique  service 
relationship  established  between  the  state  or  county  which  provide  services  that  are  completely  funded  by 
Boston’s  general  fund.  For  example,  Milwaukee  has  a "special  purposes  and  contingencies"  accotmt  which 
contains  over  70  separate  sub-accounts  for  payroll,  reserves,  and  a vauiety  of  hiunan  service  programs. 

SPECIAL  FUNDS 

The  previous  discussion  of  city  resources  and  spending  patterns  focused  on  the  City’s  general  operating  fund, 
which  provides  most,  but  not  all,  of  the  departmental  services.  A full  understanding  of  City  operations 
requires  an  examination  of  two  additional  funds  maintained  by  the  City:  (1)  special  revenue  funds  and  (2)  the 
capital  fund.  The  use  of  these  funds  will  ultimately  have  an  impact  on  the  priorities  of  the  general  fund,  in 
that  expenditures  made  from  these  funds  fulfill  the  needs  of  particular  programs  within  the  City. 

Additionally,  the  management  of  these  funds  affects  the  financial  stability  of  the  City. 

Special  Revenue  Fund 

The  special  revenue  fund  is  a restricted  city  fund  for  specific  purpose.  Resources  for  this  fund  typically  come 
from  state  and  federal  grant  money  and  is  regulated  by  the  stipulations  that  are  attached  to  acceptance  of 
these  funds. 

From  fiscal  1985  through  fiscal  1992,  the  majority  of  the  resources  in  this  fund  were  received  from  federal 
and  state  grant  sources.  The  heavy  spending  areas  for  the  fund  traditionally  occurred  in  schools  and  public 
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safety.  This  concentration  of  resources  and  spending  occurred  primarily  due  to  two  reasons:  (1)  federal 
mandates  require  specific  programs  be  funded  and  (2)  individuals  in  these  areas  are  effective  in  obtaining 
grants  to  fulfill  a particular  need.  Revenue  deposited  in  this  fund  has  grown  from  $103.9  million  in  fiscal 
1985  to  $132.6  million  in  fiscal  1992,  an  increase  of  28%.  In  addition  to  federal  and  state  grants,  revenues 
from  departmentail  income  increased  by  more  than  $20  million  from  fiscal  1985  through  fiscal  1992.  At  the 
same  time  overall  spending  increased  from  $118.9  million  to  $123.2  milhon,  a growth  of  $4.3  million  or  3.6%. 
At  the  end  of  fiscal  1992,  the  fund  equity  in  the  special  revenue  fund  totalled  $53.4  million,  almost  a 100% 
increase  over  fiscal  1985.  Due  to  the  stipulations  attached  to  the  revenues  deposited  in  this  fund,  the  fund 
balance  may  also  reflect  the  timing  of  when  these  grants  are  actually  used.  However,  revenues  and 
expenditures  from  this  fund  have  been  increasing  from  fiscal  1985  through  1992,  indicating  an  increase  in  the 
number  of  grants  applied  for  and  received  by  Boston. 

Capital  Projects  Fund 

The  third  major  fund  maintained  by  the  City  is  the  Capital  Projects  Fund.  This  fund  is  generally  used  to 
"account  for  financial  resources  to  be  used  for  the  acquisition  or  construction  of  major  capital  facilities." 

The  normal  source  of  these  funds  are  the  general  obligation  bonds  the  City  sells  for  its  capital  projects.  This 
fund  also  includes  the  capital  projects  fund  of  the  Boston  Redevelopment  Authority. 

From  fiscal  1985  through  1993,  the  revenues  coming  into  this  fund,  have  more  than  tripled,  from  $20.2 
million  to  $61.8  million.  Spending  has  followed  the  same  pattern,  increasing  fi-om  $31.2  million  in  fiscal  1985 
to  $98.3  million  in  fiscal  1992.  The  fund  balance  at  the  end  of  fiscal  1992,  totalled  $135.0  million,  cm  increase 
of  18.1%  over  fiscal  1985.  This  fund  bdance  is  edso  reflective  of  the  timing  in  the  use  of  these  funds. 

Boston’s  planning  function  provides  the  opportunity  for  the  City  to  go  to  the  bond  market  during 
advantageous  times,  despite  the  fact  that  funds  will  not  be  completely  used  imfil  the  project  is  rmdertaken  at 
a later  time.  This  results  in  a year  end  fund  balance  that  fluctuates  considerably  depending  on  the  status  of 
capital  projects. 

WHAT  THE  NUMBERS  LEAVE  OUT 

A review  of  the  financial  statements  of  these  funds,  raises  questions  which  oumot  be  answered  by  a financial 
review,  such  as  are  appropriate  projects  being  funded  and  are  there  projects  currently  funded  by  general  fund 
money  that  should  be  funded  through  the  special  revenue  fund.  However,  despite  these  issues,  if  these  funds 
as  well  as  the  general  fund,  trusts  and  propriet£U7  funds,  are  managed  efficiently  and  effectively,  a balanced 
financicd  picture  of  the  City  can  be  achieved.  Any  stress  or  problems  in  these  funds  could  jeopardize  the 
financial  stability  of  the  City. 
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PERSONNEL  IN  THE  CITY  OF  BOSTON 


The  number  of  employees  paid  from  city  funds  is  an  important  indicator  of  the  City’s  financial  condition. 
Reflective  of  the  labor  intensity  of  government  service,  the  cost  of  employee  salaries  and  overtime 
represented  62.1%  of  toted  depeirtmental  spending  in  fiscal  1993.  Thus,  the  number  of  city-funded  employees 
is  conditional  upon  the  resources  available  for  departmental  spending.  The  City’s  payroll  has  mirrored  the 
financial  changes  over  the  past  ten  years. 


Boston’s  city-funded  work  force,  as  of  January  1,  1993,  was  18,042,  which  represents  a decrease  of  569 
positions  or  3.1%  since  January,  1984  and  a drop  of  1,902  positions  or  9.5%  since  January,  1989.  These 
positions  represent  91.8%  of  the  City’s  total  work  force,  the  balance  made  up  of  externally-funded  positions. 
The  City’s  total  departmental  payroll  actually  decreased  by  2,373  positions  or  12.2%  if  the  increases  in  the 
Suffolk  County  workforce  are  excluded. 


CITY  OF  BOSTON  PERSONNEL  SUMMARY 
FULL  TIME  EQUIVALENT  POSITIONS 


1/84- 

■1/93 

1/89- 

1/93 

CITY  FUNDS 

1/1/84 

1/1/89 

1/1/93 

CHANGE  % CHANGE 

CHANGE 

% CHANGE 

CITY  DEPARTMENTS 

3,823 

4,112 

3,418 

(405) 

-10.6% 

(694) 

-16.9% 

FIRE  DEPARTMENT 

1,715 

1,793 

1,729 

14 

0.8% 

(65) 

-3.6% 

POLICE  DEPARTMENT 

2,448 

2,603 

2,573 

125 

5.1% 

(30) 

-1.1% 

HEALTH  & HOSPITALS 

3,700 

3,648 

2,825 

(875) 

-23.6% 

(823) 

-22.6% 

SUFFOLK  COUNTY 

613 

491 

962 

349 

56.9% 

471 

96.0% 

SUB-TOTAL 

12,299 

12,646 

11,506 

(793) 

-6.4% 

(1.140) 

-9.0% 

SCHOOL  DEPARTMENT 

6,312 

7,298 

6,536 

224 

3.5% 

(762) 

-10.4% 

TOTAL  CITY  FUNDS 

18,611 

19,944 

18,042 

(569) 

-3.1% 

(1,902) 

-9.5% 

EXTERNAL  FUNDS 

CITY/COUNTY 

401 

527 

545 

144 

36.0% 

18 

3.4% 

SCHOOLS 

861 

858 

1,067 

206 

23.9% 

209 

24.3% 

TOTAL  EXTERNAL  FUNDS 

1,262 

1,385 

1,612 

350 

27.7% 

227 

16.4% 

GRAND  TOTAL 

19,873 

21,329 

19,654 

(219) 

-1.1% 

(1.676) 

-7.9% 

Persoimel  funded  through  external  funds,  generally  federal  and  state  categorical  grants,  was  1,612,  an 
increase  of  227  or  16.4%  since  1989.  These  positions  are  not  included  in  the  operational  budgets  of  the  City. 
Thus,  as  of  January,  1993,  Boston’s  total  work  force  from  all  funds  was  19,654,  which  represented  a decrease 
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of  219  or  1.1%  since  1984  and  a decrease  of  1,676  or  7.9%  since  1989.  This  report  focuses  primarily  on  the 
city-funded  positions.  All  personnel  figures  are  in  full-time  equivalencies  zmd  are  reported  as  of  January  first 
of  each  year. 


Two  Phases  of  Employee  Levels 

Overall,  city-funded  employee  levels  in  Boston,  can  be  divided  into  two  distinct  phases  during  the  past  10 
years,  reflecting  the  City’s  revenue  changes.  First,  Boston’s  work  force  grew  from  January  1, 1984  to  January 
1,  1989,  by  1,333  positions.  During  this  period,  the  City’s  general  fund  revenues  increased  by  47.0%.  Second, 
from  January  1,  1989  to  January  1,  1993,  employee 
levels  were  cut  each  of  the  four  years  for  an 
aggregate  reduction  of  1,902,  or  9.5%  as  the  City’s 
revenue  base  increased  by  only  2.8%.  Most  of  the 
City’s  departments  have  registered  payroll  cuts  over 
the  last  four  years,  with  the  administrative 
departments  incurring  the  largest  reductions,  losing 
three  times  as  many  positions  as  the  major  service 
departments. 


Boston’s  work-force  can  be  broken  down  into  four  major 
categories:  Health  and  Hospitals,  School,  Suffolk  County 
and  City.  The  following  report  examines  these  areas  in 
detail,  along  with  the  Police  and  Fire  work  force 
components  of  the  "City  Departments"  category. 

City  Departments 

As  of  January  1,  1993,  city  departmental  employees, 
excluding  hospital  and  school  workers,  totalled  7,720,  a 
decline  of  266  or  3.3%  since  1984,  but  a drop  of  788  or  9.3%  since  1989.  These  46  departments  accounted 
for  over  40%  of  all  employees  on  Boston’s  payroll.  Between  1984  and  1989,  the  personnel  levels  of  city 
departments  increased  by  522  positions,  with  the  largest  increases  reported  by  Police  ( + 155),  Community 
Schools  ( + 108),  Transportation  (+157)  and  the  Library  ( + 104).  In  1988,  the  Boston  Redevelopment 


MAJOR  PERSONNEL  CATEGORIES 
JANUARY  1993 


CHANGES  IN  EMPLOYEE  LEVELS 
1984-1993 
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Authority  (BRA)  became  fmancially  independent  of  the  City,  taking  away  117  positions  from  the  general 
fund  payroll.  Since  1989,  35  out  of  46  city  departments  have  experienced  payroll  cuts  in  the  face  of  limited 
revenue  growth.  The  Departments  with  the  largest  work  force  reductions  over  the  last  four  years  are  Public 
Works  (-143),  Inspectional  Services  (-72),  Fire  (-65)  and  Library  (-60).  Widespread  cuts  were  felt  throughout 
almost  every  department  during  these  four  years,  and  departmental  growth  was  virtually  non-existent.  The 
Transportation  Department  increased  its  payroll  by  41  during  this  period,  the  only  department  to  report  an 
increase  of  more  than  10  positions. 

Public  Safety 

Although  the  employee  levels  of  the  Police  and  Fire  Departments  are  included  in  the  city  departmental 
figures,  it  is  interestmg  to  examine  the  staffing  changes  of  these  departments,  which  have  been  protected  the 
most  from  budget  cuts.  Staffing  levels  in  the  Police  Department  totaled  2,573  positions  and  Fire  1,729  as  of 
January  1,  1993.  These  two  departments  represented  55%  of  the  city  departmental  work  force  and  25%  of 
the  total  work  force  of  18,042. 

The  uniformed  police  force  as  of  January,  1993,  represented  an  increase  of  120  since  1984,  primarily  in  the 
positions  of  police  officer/detective  (+34),  sergeant  detective  (+41)  and  sergeant  (+29).  During  this  time, 
the  civilian  work  force  increased  by  122,  for  a total  departmental  increase  of  242  or  9.8%.  Most  of  that 
growth  occurred  in  the  early  phase  as  uniformed  personnel  h2is  declined  by  30  positions  over  the  past  four 
years.  Actually  since  1990,  the  high  mark  of  the  uniformed  force  during  the  past  10  years,  the  force  has  been 
cut  by  98  positions.  As  a consequence  of  no  new  cadet  classes  being  funded  in  the  fiscal  1992  and  fiscal  1993 
budgets  and  the  effort  to  increase  the  forces’s  supervisory  staff,  the  overall  uniformed  force  reduction  of  30 
since  1989  is  due  to  cuts  in  both  the  police  officers/detectives  (-64)  and  sergeants  (-64)  categories,  which 
were  partially  offset  by  increases  in  the  sergeant  detectives  (+73)  and  lieutenant  detectives  (+27)  categories. 

Changes  in  the  Fire  Department’s  uniform  force  have  shown  a similar  pattern.  The  work  force  as  of 
January,  1993,  represented  an  increase  of  14  over  ten  years  but  a drop  of  59  since  1989.  The  number  of  fire 
fighters  declined  by  10  since  1984  and  by  53  since  1989.  New  fire  fighter  classes  have  been  added  each  year 
but  in  recent  years  the  classes  have  been  less  than  the  numbers  lost  through  retirement.  (APPENDIX  E) 

Health  and  Hospitals 

The  department  most  responsible  for  the  reduction  in  the  City’s  work  force  is  the  Health  and  Hospitals 
Department.  Of  the  overall  employee  decrease  of  1,902  since  fiscal  1989,  the  Health  and  Hospitals 
Department  reduced  its  work  force  to  2,825,  for  a reduction  in  payroll  of  823  or  433%  of  the  citywide  total. 
The  payroll  cut  of  hospital  employees  is  disproportionate  to  the  cuts  in  other  departments  as  evidenced  by 
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the  fact  that  as  a percent  of  total  city  employees, 
the  hospital  work  force  decreased  from  19.9%  in 
1984  to  15.7%  in  1993. 

A combination  of  factors  contributed  to  the 
reduction  of  the  hospital  work  force.  The  financial 
feasibility  of  building  a new  Boston  City  Hospital 
was  predicated  on  reducing  operating  expenditures 
through  personnel  reductions  to  insure  the  funding 
of  new  debt  service  costs  while  keeping  BCH 
competitive.  Also,  the  passage  of  Chapter  495, 
which  promoted  managed  care  and  competition 

among  hospitals,  required  BCH  to  reduce  its  operating  expenditures  to  be  competitive.  The  City’s  limited 
revenue  growth  forced  reduction  in  spending  not  previously  "doable"  because  of  political  considerations.  For 
example,  in  May,  1991,  the  City  closed  its  chronic-care  hospital  on  Long  Island,  which  contributed  to  a 
reduction  of  350  positions.  (APPENDIX  F) 


■ INCREASE/CDECREASE) 


Work  Force  Change  By  Category 

The  hospital  work  force  reduction  of  875  over  the  past  ten  years,  of  which  a cut  of  824  occurred  since  1989, 
indicates  that  most  of  the  hospital  reduction  occurred  over  the  past  four  years.  However,  a review  of  the 
reduction  by  category  indicates  interesting  shifts  in  personnel  areas  during  the  earlier  and  later  periods. 

From  1984  to  1989,  the  hospital  work  force  was  reduced  by  51.  During  that  time,  the  Department  initiated  a 
management  restructuring  resulting  in  little  change  in  total  positions.  The  Department  hired  113  registered 
nurses  (RN)  to  replace  the  cut  of  92  licensed  practical  nurses  (LPN)  and  increased  the  technician/specialist 
payroll  by  32.  Since  fiscal  1989,  the  hospital  work  force  was  cut  by  824  or  22.6%.  The  reductions  fell  more 
on  the  registered  nurses  (-111),  orderlies  (-196),  service  workers  (-215)  and  clerical  (-183)  areas.  The  closing 
of  Long  Island  Hospital  contributed  to  this  situation.  Overadl  since  1989,  the  number  of  nurses,  RN’s  and 
LPN’s  combined,  has  decreased  by  175  or  20.6%.  Most  doctors  are  on  contract  and  not  included  in  the 
Health  and  Hospitals  Department’s  payroll. 


Despite  the  large  reduction  in  the  Hospital  Department’s  work  force,  most  of  the  cuts  were  achieved  by 
means  other  than  layoffs.  Of  the  824  positions  eliminated  since  1989,  only  174  or  21.1%  were  accomplished 
through  layoffs.  Resignation  incentive  programs  were  accepted  by  74  employees  and  bumping  to  other 
positions  and  attrition  eliminated  the  balance  of  576  positions.  The  bumping  situation,  in  which  an  employee 
with  higher  seniority  bumps  or  moves  into  a position  held  by  an  employee  with  less  seniority,  can  create  real 
problems  when  a less  queilified  person  replaces  a more  qualified  person.  That  is  why  departments  prefer 
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utilization  of  retirement  incentive  programs  if  available. 


Boston  Public  Schools  (BPS) 

During  the  last  decade,  persoimel  levels  in  the  Boston  Public  Schools  (BPS),  have  followed  a similar  pattern 
as  city  departments.  From  1984  through  1989,  the 
school  work  force  increased  each  year,  reaching  a 
peak  of  7,298  in  1989.  After  five  years  of  healthy 
increases,  employee  levels  began  to  decline,  with 
the  largest  drop  occurring  in  1993,  a loss  of  487 
positions  or  6.9%  over  the  prior  year.  In  total,  the 
first  phase  saw  a growth  in  the  employee  level  of 
986,  while  the  second  phase  posted  a loss  of  762, 
resulting  in  an  increase  over  the  last  decade  of  224 
positions.  As  of  January,  1993,  BPS  employees 
totalled  6,536,  which  represented  362%  of  the 
City’s  total  work  force. 

Personnel  Levels  and  Student  Enrollment 
The  growth  and  decline  in  BPS  personnel  reflect  enrollment  as  well  as  revenue  changes  during  the  ten  years. 
Since  1984,  the  BPS  enrollment  has  increased  by  7.7%  with  most  of  that  growth  occurring  since  1989.  The 
combination  of  enrollment  changes  by  program,  mandated  class  sizes  and  limited  revenue  growth  has  caused 
the  teaching  staff  to  increase  in  the  areas  of  special  education  and  bilingual  education  at  the  expense  of 
decreaises  in  the  regulzir  education  staff.  From  1984  to  1993,  the  number  of  regular  education  teachers 
decreased  from  2,289  to  2,075,  a drop  of  214  or  9.3%.  As  a percent  of  the  total  teaching  force,  regular 
education  teachers  decreased  from  63.2%  to  56.7%  during  that  time.  Since  1984,  the  number  of  special 
education  teachers  increased  from  695  to  925,  a jump  of  230  or  33.1%.  Bilingual  teachers  grew  from  389  to 
514,  an  increase  of  125  or  32.1%  during  this  time.  As  a percent  of  the  total  teaching  staff  from  1984  to  1993, 
special  education  teachers  increased  from  19.2%  to  253%  and  bilingual  teachers  increased  from  10.7%  to 
14.0%. 

The  difference  in  the  allowable  class  size,  as  dictated  by  state  mandates  and  collective  bargaining  agreements, 
is  a contributing  factor  in  the  change  in  the  teaching  staff  by  program.  The  BPS  plans  for  a maximum  pupil 
teacher  ratio  of  28:1  for  a regular  education  class  in  grades  1-5,  30:1  in  grades  6-8  and  33:1  in  grades  9-12. 
For  a bilingual  class,  the  BPS,  following  state  requirements,  plans  on  a mtudmum  student  teacher  ratio  of 
18:1.  Based  on  state  law,  for  special  education  mainstream  programs,  the  maximum  pupil  teacher  ratio 
without  an  aide  is  10:1  and  for  subst2mtially  separate  programs  the  ratio  is  8:1.  Thus,  the  same  number  of 
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students  will  require  a different  number  of  teachers  depending  on  the  program. 


Special  education  and  bilingual  classes  may  be  increased  with  the  use  of  aides.  For  example,  a substantially 
separate  special  education  student  teacher  ratio  may  increase  from  8:1  to  12:1  with  an  aide  and  a bilingual 
class  ratio  may  increase  from  18:1  to  25:1  with  an  aide.  The  increases  in  these  positions  have  mirrored  the 
changes  in  the  teacher  positions  and  enrollment  increases.  Collectively,  these  aides  have  increased  from  467 
to  643,  a growth  of  236  positions  or  58.0%  over  the  past  10  years.  Special  education  aides  increased  by  190 
or  66.0%  since  1984,  triggered  by  a growing  spedal  education  population  in  the  BPS.  Bilingual  aides  have 
grown  more  modestly  during  this  time,  increasing  by  46  positions  or  38.7%. 


Change  Since  1989 

In  the  last  four  years  from  January,  1989  to  January,  1993,  the  School  Department  has  reduced  its  city 
funded  work  force  by  762  or  10.4%.  That  represents  40.0%  of  the  total  cityvdde  cut  of  1,902  positions  during 
a time  in  which  Boston’s  student  enrollment  increased  by  7.1%.  The  BPS’s  actual  student  enrollment  has 
increased  from  56,100  in  the  1988-1989  school  year  to  60,060  in  the  1992-1993  school  year,  an  increase  of 
3,960  or  7.1%.  Enrollment  in  all  programs  increased  wdth  the  exception  of  vocational  education.  In  full-time 
equivalencies,  actual  regular  education  enrollment  increased  by  2,439  or  5.6%,  special  education  by  553  or 
8.2%  and  bilingual  education  by  1,517  or  33.6%.  Nevertheless,  the  professional  teaching  staff,  which 
represented  59.1%  of  the  total  school  staff  in  1993,  was  reduced  by  186  positions  or  4.6%  since  1989.  The 
number  of  regular  education  teachers  decreased  by  280  or  11.9%,  even  though  regular  education  enrollment 
increased  by  5.6%  during  this  time.  Reflecting  enrollment  increases,  special  education  teachers  and  bilingual 
teachers  increased  by  68  and  62  positions  respectively.  The  overall  cut  represents  the  consequence  of 
bzdancing  limited  revenue  growth  with  the  class  size  requirements  of  state  mandated  programs. 

Despite  the  reduction  in  teaching  staff,  the  percent  that  all  teachers  represent  of  tot£il  school  staff  has 
increased  from  55.5%  in  1989  to  59.1%  in  1993,  indicating  that  a larger  percent  of  the  overall  school 
personnel  cuts  occurred  in  other  are^^s.  Put  another  way,  teachers  represented  59.1%  of  total  school  staff  but 
teacher  reductions  since  1989  represented  only  24.3%  of  total  Department  staff  reductions.  School 
administrators,  central,  zone  and  school  based,  totaled  392  in  1992  or  6.0%  of  the  total  school  work  force. 
However,  since  1989,  the  number  of  administrators  has  decreased  by  181  or  31.6%.  Thus,  administrators, 
who  represent  6.0%  of  staff,  accoimted  for  23.7%  of  total  cuts.  Also,  non-academic  support  staff,  such  as 
clerical  and  secretarial  positions,  were  reduced  by  225  or  27.5%.  The  custodial  work  force  was  cut  by  93 
positions  or  21.0%  and  aides,  particularly  special  needs  aides,  were  reduced  by  50  or  6.4%. 
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Suffolk  County 

The  one  area  where  the  City’s  work  force  has 
grown  significantly  is  in  the  Suffolk  County 
departments,  principally  in  correctional  services. 

Indeed,  the  Sheriffs  Department,  which  includes  the 
Jail  and  House  of  Corrections,  represents  94.0%  of 
the  County’s  total  payroll.  The  Registry  of  Deeds, 
with  52  employees  as  of  January,  1993,  is  the  only 
other  County  department  with  a payroll  of  note. 

The  Suffolk  County  work  force  totaled  962 
positions  as  of  January,  1993,  which  represented  an 
increase  of  349  or  56.9%  since  1984  and  471  or 
96.0%  since  1989.  The  domination  of  correctional 
services  over  County  personnel  changes  is 
demonstrated  by  the  fact  that  dming  these  same  time  periods,  the  Jail  and  House  of  Corrections  payrolls,  in 
aggregate,  increased  by  562  or  164.2%  since  1984  and  by  481  or  113.8%  since  1989.  The  total  County 
personnel  increase  is  noticeably  less  than  the  Sheriffs  Department’s  increase  because  of  the  State’s 
assumption  of  responsibility  for  county  courthouses  and  staff  in  fiscal  1988,  which  resulted  in  a transfer  of 
174  Suffolk  County  employees,  25.2%  of  the  County  total,  to  the  state  payroll  that  year. 


SUFFOLK  COUNTY  EMPLOYEE  LEVELS 
1984  - 1993 
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The  increase  in  the  inmate  populations  and  the  construction  of  new  and  larger  Jail  and  House  of  Corrections 
facilities  have  resulted  in  the  explosion  of  the  Suffolk  Coimty  correctional  work  force,  principally  over  the 
peist  four  years.  The  Jail  at  Nashua  Street  became  operational  in  1989  and  has  increased  stciff  by  173 
positions  or  94.3%  since  then.  Over  ten  years,  the  Jail  payroll  has  increased  by  209  positions  or  140.9%. 

The  House  of  Correction  at  South  Cove  opened  in  1992  and  in  its  first  year  staffing  increased  by  232 
positions.  Since  1989,  the  House  of  Corrections’s  work  force  has  increased  by  308  positions  or  128.9%  and 
since  1984,  by  353  or  182.0%. 


If  the  increase  in  the  Suffolk  County  workforce  'was  excluded,  Boston’s  departmental  payroll  actually 
decreased  by  2,373  positions  or  12.2%  since  1989. 


Grant  Funded  Positions 

Employees  paid  from  external  funds,  primarily  federal  and  state  grants,  totaled  1,612  as  of  January,  1993, 
8.2%  of  the  City’s  total  work  force.  That  represents  an  increase  of  227  or  16.4%  since  1989  and  350  or 
27.7%  since  1984.  As  the  City  was  required  to  cut  city-funded  positions  due  to  limited  revenue  growth,  a 
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number  of  positions  were  shifted  to  external  funds.  An  indicator  of  this  trend  is  the  fact  that  as  a percent  of 
the  City’s  total  work  force,  the  number  of  grant-funded  employees  increased  from  6.5%  of  total  in  1984  to 
8.2%  in  1993. 

Two-thirds  of  the  grant  funded  employees  work  for  the  School  Department,  in  large  measure,  funded 
through  federal  Title  1 and  school  limch  grants  and  state  school  reform  grants.  Currently,  14.0%  of  the 
BPS’s  work  force  is  paid  from  external  funds  and  grants.  As  the  School  Department  was  required  to  cut 
spending  since  fiscal  1989,  employees  were  moved  from  city-funded  to  grant-funded  positions.  During  this 
time,  city-funded  school  employees  decreased  by  762,  while  grant-funded  employees  increased  by  209,  for  a 
net  loss  of  553  or  6.8%. 

From  1989  to  1993,  grant-funded  employees  increased  by  227  positions,  due  almost  entirely  to  an  increase  of 
209  school  employees.  The  number  of  City  grant-funded  employees  decreased  by  73  since  1989  due  to  the 
consolidation  or  elimination  of  several  block  grants.  Jail  and  Penal  externally-funded  positions  increased  by 
91  as  the  state  assumed  greater  responsibility  for  coimty  correctional  services. 
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PROPERTY  TAX  LEVY 

The  City  of  Boston’s  revenue  mix  has  changed  significantly  in  recent  years.  As  discussed  in  the  revenue 
section  of  this  report,  the  property  tax  and  state  aid  represented  71.6%  of  total  general  fund  revenues  in 
fiscal  1993.  However,  state  aid,  the  City’s  second  largest  revenue  source,  has  been  declining  as  a percent  of 
total  general  fund  revenues,  especially  since  fiscal  1989.  Consequently,  the  City’s  reliance  on  the  property  tax 
levy  (net  of  overlay  reserve)  has  increased  from  35.6%  of  general  fund  revenue  in  fiscal  1989  to  44.6%  in 
fiscal  1993.  The  lack  of  a diversification  of  revenues  available  to  Boston  has  meant  that  a reduction  in  one 
major  revenue  source  has  required  a larger  reliance  on  the  other  major  revenue  source.  However,  the 
revenue  Boston  is  able  to  generate  from  the  property  tax  is  limited  by  Proposition  2*/2  in  the  amount  of  the 
levy  the  City  can  raise  and  how  much  the  property  tax  levy  can  be  increased  from  year  to  year.  This 
limitation,  especially  in  light  of  the  limited  growth  of  other  revenues  available  to  the  City  and  the  emphasis 
of  additional  state  aid  on  public  education,  raises  questions  regarding  the  viability  of  depending  heavily  on 
the  property  tax  to  sustain  the  delivery  of  basic  public  services. 

Proposition  lYi  places  constraints  on  the  amount  of  the  levy  the  City  can  raise  from  real  and  personal 
property  as  well  as  how  much  it  can  be  increased  from  year  to  year.  These  limitations  are  established  in  two 
ways:  through  a LEVY  CEILING  and  a LEVY  LIMIT.  The  levy  ceiling  is  the  primary  limitation  of 
Proposition  2'/2,  which  states  that  the  property  tax 
levy  cannot  exceed  2.5%  of  the  total  full  and  fair 
cash  valuation  of  all  taxable  real  and  personal 
property.  The  assessed  value  of  property 
approximates  full  and  fair  cash  valuation  since 
Massachusetts  law  requires  municipalities  to  assess 
at  100%  of  fair  cash  value.  In  fiscal  1993,  Boston’s 
levy  represented  2.3%  of  value  and  is  expected  to 
increase  to  2.4%  in  fiscal  1994.  The  levy  limit 
prohibits  the  property  tax  levy  from  exceeding  the 
previous  year’s  levy  limit  by  more  than  2.5%,  with 
increases  allowed  for  additions  to  the  tax  base 
through  new  construction  (new  growth).  The  levy 
limit  must  be  below  the  levy  ceiling. 

A permanent  increase  in  the  levy  limit  could  be  achieved  through  an  override,  which  would  require  approval 
by  a majority  of  voters  in  a referendum.  The  increase  would  become  part  of  the  levy  limit  base  for 
calculating  the  levy  limits  of  subsequent  years.  However,  an  override  cannot  increase  the  levy  above  the 


TAX  LEVY  GROWTH 
1985-1993 

MILLIONS 


FISCAL  YEARS 


2 V2%  LEVY  GROWTH  ^ NEW  GROWTH 


Boston  Municipal  Research  Bureau,  Inc. 


34 


Assessing 


City’s  levy  ceiling.  Subject  to  voter  approval,  Boston  could  increase  temporarily  its  levy  above  the  levy  ceiling 
for  the  payment  of  specified  debt  service  costs  (debt  exclusion)  or  for  the  payment  of  certain  capital  projects 
(capital  outlay  expenditure  exclusion).  Unlike  the  override,  debt  and  capital  exclusions  are  added  to  the  limit 
or  ceiling  only  for  the  life  of  the  debt  <md  they  do  not  become  part  of  the  base  for  calculating  the  levy  limits 
for  futme  years. 

Boston’s  property  tax  levy  (net  of  overlay  reserve)  increased  from  $313.2  million  in  fiscal  1984  to  $590.7 
million  in  fiscal  1993,  an  average  annual  increase  of  6.6%.  As  was  explained  in  the  revenue  section,  the  levy 
increased  due  to  the  normal  2.5%  increase  over  the  prior  year’s  levy  limit  and  because  of  significant  new 
growth.  The  City  is  able  to  increase  its  levy  by  '15%  over  the  prior  year’s  levy  each  year  as  long  as  the 
property  taix  levy  remains  below  the  levy  ceiling.  That  is  true  even  in  years  when  the  assessed  valuation 
decreases.  Thus,  in  fiscal  1993  when  the  taxable  assessed  value  decreased  by  8.4%,  the  City’s  levy  still 
increased  by  2.5%  or  $14.6  million  and  further  increased  for  new  growth.  For  most  of  the  past  ten  years, 
new  growth  accounted  for  about  60%  of  the  levy  increase.  In  each  of  these  years,  the  City  has  raised  the 
maximum  levy  allowed,  short  of  seeking  voter  approval  for  an  override.  The  low  average  residential  tax  bill 
in  Boston,  in  comparison  with  surrounding  communities,  is  attributable  to  the  City’s  implementation  of 
classification,  not  to  restricting  the  cimount  of  levy  capacity  available.  The  City  has  raised  the  maximum  levy 
capacity  each  year. 

ASSESSED  VALUATION 

Boston’s  taxable  assessed  valuation  since  fiscal  1984 
reflects  the  real  estate  market  with  double  digit 
growth  through  fiscal  1989,  a leveling  off  in  fiscal 
years  1990  and  1991  and  a reduction  of  values  in 
fiscal  years  1992  and  1993.  From  fiscal  1984 
through  fiscal  1989,  the  City  experienced  an 
extraordinary  growth  in  its  property  values, 
increasing  at  an  average  annual  rate  of  9.8%.  That 
level  was  maintaiined  in  fiscal  years  1990  and  1991 
as  value  increased  by  1.0%  and  1.6%  respectively. 

Fiscal  1992  was  a revaluation  year  and  the  City’s 
tax  base  was  reduced  from  $36.4  billion  to  $29.8 
million,  a drop  of  18.1%  to  more  reflect  actual  market  value.  Boston’s  assessed  values  continued  to  decline 
by  8.4%  in  fiscal  1993  to  $27.3  billion.  Thus,  in  two  years,  Boston’s  taxable  value  decreeised  by  $9.1  billion  or 
24.9%. 

Tax  Rate  Changes 
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The  City’s  tax  rates  by  class  reflect  the  changes  in  the  City’s  assessed  value  and  tax  levy.  From  fiscal  1984  to 
fiscal  1988,  as  Boston’s  assessed  value  increased  each  year  and  the  levy’s  growth  was  restricted,  both  the 
commercial  «md  residentiail  tax  rates  decreased.  A change  in  the  classification  law  caused  the  commercial 
rate  to  increase  while  the  residential  rate  decreased  in  fiscal  1989.  From  then  through  fiscal  1993,  both  rates 
have  increased  annually.  In  the  last  two  years,  as  commercial  value  dropped  further  than  residential  vcdue, 
the  commercial  tax  rate  increased  by  59.4%  to  $39.99  in  fiscal  1993,  while  the  residential  tax  rate  increased 
by  44.2%  to  $12.88.  The  commercial  tax  rate  of  $39.99  will  exceed  $40.00  in  fiscal  1994  and  is  a disincentive 
for  new  growth  in  Boston. 

Classification  Of  Property 

Faced  with  a state  requirement  in  1978  to  revalue  all  taxable  property  at  full  and  fair  cash  value,  which  would 
have  caused  a significant  shift  of  the  property  tax 
burden  from  commercial  and  industrial  property  to 
residential  property,  the  political  leaders  of  the  City  of 
Boston  and  other  cities  succeeded  in  securing 
enactment  of  a constitutional  amendment  for  the 
classification  of  property.  This  change  was  intended  to, 
in  effect,  maintain  the  tax  share  status  quo  as  it  existed 
at  that  time.  The  1978  amendment  to  the  State 
Constitution  permitted  the  creation  of  four  classes  of 
real  property  for  taxation  purposes:  residential,  open 
space,  commercial  and  industrial.  Personal  property,  in 
effect,  is  a fifth  class  treated  the  same  as  commercial 
and  industrial  property.  In  Boston,  for  classification  and  tax  rate  purposes,  property  is  classified  into 
residential  real  prop>erty  and  business  property,  which  includes  commercial,  industrial  £md  personal  property. 
Open  space  is  classified  as  either  residential  or  business  depending  on  its  anticipated  future  use. 

Under  classification,  cities  and  towns  are  edlowed  to  determine  the  share,  within  limits,  of  the  amount  of  the 
annual  levy  to  be  borne  by  each  class  of  property.  Originally,  the  levy  share  to  be  borne  by  residential  real 
property  had  to  be  at  least  65%  of  its  share  of  the  total  taxable  valuation  and  the  share  to  be  borne  by 
commercial,  industrial  and  personal  property  could  not  exceed  150%  of  their  share  of  the  total  valuation.  In 
addition,  a municipality  could  exempt  up  to  10%  of  the  average  assessed  valuation  of  residential  real 
property  when  used  as  the  taxpayers’  principal  residence.  The  exemption  does  not  affect  the  normal 
residential  share  of  the  levy,  but  it  does  shift  the  burden  by  the  amount  of  the  total  exemption  from  principal 
residences  to  other  higher  valued  residential  properties. 
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Classification  of  property  is  permitted  if  the  state 
Commissioner  of  Revenue  certifies  every  three  years 
that  the  municipality’s  property  has  been  assessed  at  its 
fair  cash  value.  Boston’s  property  values  were  last 
certified  as  of  Januztry  1,  1991,  which  applied  to  fiscal 
years  1992  through  fiscal  1994.  The  City’s  next 
revaluation  will  be  as  of  January  1,  1994,  for  fiscal  years 
1995  through  1997. 

Starting  in  fiscal  1983  when  the  City  began  to  classify 
property  for  tax  purposes,  the  Mayor  and  City  Council 
fully  implemented  classification,  including  the  full  residential  exemption,  in  order  to  give  the  maximum 
benefit  to  the  residential  taxpayers.  However,  due  to  the  difference  in  the  appreciation  of  value  between 
business  and  residential  property  in  the  mid-1980s,  the  residential  share  of  the  property  tax  levy  increased 
from  30.1%  in  fiscal  1984  to  33.9%  in  fiscal  1988.  Faced  with  this  shift  in  tax  burden  to  residential  taxpayers, 
the  City  of  Boston  was  successful  in  having  enacted  an  amendment  to  the  classification  law  in  July,  1988. 
Under  Chapter  200  of  the  Acts  of  1988,  cities  and  towns  may  reduce  the  share  to  be  borne  by  residential  real 
property  to  50%  of  its  share  of  the  total  taxable  valuation  zmd  increase  the  shzu'e  borne  by  commercial, 
industrial  and  personal  property  to  175%  of  their  share  of  the  total  taxable  valuation  under  certain  terms  and 
conditions.  One  condition  was  that  the  residential  share  of  the  levy  could  not  be  reduced  below  its  lowest 
level  since  fiscal  1984,  which  for  Boston  was  30.1%.  Also,  the  residential  exemption  was  increased  to  20%. 

In  fiscal  1989,  the  first  year  of  eimended  classification,  rather  than  phase  in  the  change  to  maintain  stability, 
the  Flynn  Administration  fully  implemented  the  maximum  benefit  for  residential  taxpayers.  This  resulted  in 
the  residential  share  of  the  levy  decreasing  from  33.9%  in  fiscal  1988  to  30.1%  in  fiscal  1989  and  the 
residential  tax  rate  decreasing  from  $10.77  per  $1,000  of  value  to  $7.97.  Since  fiscal  1989,  the  residential 
share  of  the  levy  has  remained  at  30.1%  but  the  residential  tax  rate  has  increased  each  year. 

The  effect  of  classification  in  Boston  in  fiscal  1993  is  that  of  the  total  taxable  property  in  Boston  of  $27.2 
billion,  commercial,  industrial  and  personal  property  represented  40.0%  of  the  total  but  paid  69.9%  of  the 
tax  levy.  Conversely,  residential  property  represented  60.0%  of  value  but  paid  30.1%  of  the  property  taxes 
for  the  year.  The  fiscal  1993  tax  rate  for  residential  property  was  $12.88  per  $1,000  of  assessed  value  and  for 
business  property  it  was  $39.99.  Boston  has  implemented  classification  to  the  maximum  allowed.  The 
residential  factor  was  50.1%  and  the  business  share  of  the  total  taxable  valuation  was  174.7%  In  fiscal  1993, 
the  residential  exemption  for  a taxpayer’s  principal  residence  was  $28,272,  which  translated  into  a tax 
reduction  of  $364.14  for  115,791  homeowners.  The  total  amount  of  the  residential  exemption  in  fiscal  1993 
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was  $1.7  billion,  which  was  shifted  to  other  residential  properties.  Thus,  full  implementation  of  classification 
amd  the  City’s  large  commercial,  industrial  and  personal  tax  base  are  the  reasons  Boston’s  homeowners  pay 
less  in  property  taxes  than  their  counterparts  in  neighboring  communities.  The  residential  tax  bill  is  low  by 
comparison  even  though  Boston  has  raised  its  levy  to  the  maximum  levy  limit  each  year.  (Exhibit  6) 

SHIFTING  RELIANCE  ON  BUSINESS  PROPERTY 

The  classification  policy  utilized  in  Boston  and  changes  in  value  have  combined  to  produce  a high 
commercial  tax  that  is  problematic  for  the  City.  First,  the  high  rate  has  become  a disincentive  for  investment 
in  the  City.  As  Boston  must  compete  harder  with  other  communities  in  the  metropoUtan  area  for  new 
commercial  growth,  a higher  commercial  tax  rate,  which  is  not  usually  a significant  factor  in  location 
decisions,  can  become  a more  decisive  factor.  Second,  a high  commercial  tax  rate  is  a negative  factor  in 
determining  value  for  an  income  producing  property,  thereby  reducing  the  tax  revenue  available  to  the  City. 
A key  factor  in  determining  the  value  of  commercial  property  is  the  income  or  cash  flow  it  generates.  A 
high  tax  will  reduce  the  disposable  income,  which  will  reduce  the  property’s  value.  This  situation  creates  a 
cycle  in  which  the  high  tax  rate  causes  the  value  to  decline,  which  in  turn  causes  the  tax  to  increase  in  order 
to  raise  the  allowable  levy. 

The  difference  in  the  residentiad  amd  commercial  tax  rates  in  Boston  for  fiscal  1993  mean  that  a tax  for  a 
business  property  will  be  over  three  times  higher  tham  for  a residential  property  of  the  same  vailue.  If  both 
properties  are  assessed  at  $200,000,  the  business,  with  a tax  rate  of  $39.99,  will  pay  taxes  of  $7,998,  while  a 
residential  property,  with  a tax  rate  of  $12.88,  will  pay  taxes  of  $2,576. 

Boston’s  high  tax  burden  on  commercial  property  in 
compauison  to  the  residential  share  or  to  the 
commercial  tax  in  other  cities  is  demonstrated  cleauly 
by  compauing  the  effective  tax  rates.  An  effective  tax 
rate  is  the  proportion  of  the  tax  to  the  full  or  market 
value.  The  effective  tax  rate  is  the  only  way  to  compare 
the  effect  of  the  property  tax  across  jurisdictions.  In 
fiscal  1993,  the  effective  tax  rate  for  commercial  amd 
industrial  property  was  4.0%  and  is  expected  increase  to 
4.2%  this  year.  By  compairison,  the  residential  effective 
taix  rate  last  year  wais  1.1%.  From  fiscad  1988  to  fiscal 
1993,  the  City’s  business  effective  tax  rate  had  increaised 
by  almost  two  times  the  residential  rate.  In  fiscal  1988, 
the  proportion  of  the  business  rate  to  the  residential 
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rate  was  about  two-to-one,  but  in  Hscal  1993,  the  proportion  had  increased  to  four-to-one.  The  residential 
effective  tax  rate  remained  relatively  constant  while  the  commercial  rate  almost  doubled. 


A comparison  of  the  effective  tax  rate  for  Boston  and 
11  other  cities  in  Massachusetts  shows  the  tax 
disadvantage  Boston  has  when  competing  for  new 
development  with  other  cities  in  the  metropolitan  area. 
Boston’s  commercial!  effective  tax  rate  of  4.0%  in  fiscal 
1993  compared  with  Malden’s  rate  of  2.4%,  Quincy’s 
rate  of  2.9%  and  Framingham’s  rate  of  2.7%.  Boston 
was  one  of  the  few  cities  in  the  sample  whose 
commercial  tax  rate  increaised  from  fiscal  1985  to  fiscal 
1993,  moving  from  3.1%  to  4.0%. 


ABATEMENT  SITUATION 

The  City  may  face  a potential  abatement  problem  in  a few  years  as  property  assessments  in  fiscal  1990  and 
fiscal  1991  were  not  reduced  to  reflect  the  drop  in  market  values.  Property  values  in  those  two  years 
remained  stable,  increasing  by  1.0%  and  1.6%  respectively.  The  next  year  in  fiscal  1992,  a revaluation  year, 
the  City’s  value  declined  by  $6.6  billion  or  18.1%.  Not  reducing  taxable  values  to  reflect  the  decline  in 
market  values  precipitated  abatement  applications,  which  as  of  March,  1993,  totaled  883  with  a gross  tax 
liability  of  $38.4  million  in  fiscal  1990  and  2,353  with  a tax  liability  of  $89.4  million  in  fiscal  1991. 


In  fiscal  years  1992  and  1993,  Boston’s  taxable  value  was  reduced  in  aggregate  by  $9.1  billion  or  24.9%  to 
bring  taxable  values  more  in  line  with  market  values  and  reduce  the  City’s  abatement  liability.  A smaller 
decrease  in  taxable  value  also  is  expected  in  fiscal  1994.  The  overlay  reserve  for  abatements  of  about  5.0% 
of  the  net  levy  in  years  since  fiscal  1991  may  provide  some  cushion  for  prior  yeeu"  abatements.  Anticipating 
the  need  to  increase  its  abatement  reserve,  the  City  raised  an  additional  $4.2  million  beyond  the  normal 
overlay  reserve  in  fiscal  1993.  A similar  non-specific  reserve  may  be  needed  within  the  next  few  years. 

REACHING  THE  LEVY  CEILING 

Of  the  two  limitations  of  Proposition  2Vz,  the  levy  limit  with  its  2.5%  cap  over  the  prior  year’s  levy  limit  was 
the  only  one  that  seemed  to  affect  Boston.  Starting  in  fiscal  1984,  when  the  levy  was  equal  to  the  levy 
ceiling,  the  growth  in  the  taxable  value  exceeded  the  capped  levy  growth.  From  fiscal  1984  through  fiscal 
1989,  the  City’s  assessed  value  increased  at  an  average  annual  rate  of  9.8%,  while  the  tax  levy  increase 
averaged  6.6%  per  year.  During  this  time  the  effective  tax  rate,  a measure  showing  the  percent  that  property 
taxes  represent  of  the  assessed  value  of  property,  decreased  from  2.5%  in  fiscal  1984  to  1.4%  in  fiscal  1989. 
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That  year,  the  City’s  tax  levy  was  $402.1  million 
below  its  levy  ceiling.  However,  that  favorable 
trend  changed  quickly  as  state  and  national 
economies  entered  into  recession  zmd  Boston’s  real 
estate  market  declined  substantiidly  in  the  following 
four  years.  The  slow  economic  activity  in  Boston 
resulted  in  property  values  leveling  off  in  fiscal 
years  1990  and  1991  and  substantially  reducing  in 
the  past  two  years.  These  declines  in  taxable  value, 
coupled  with  the  aimual  growth  in  the  tax  levy, 
have  brought  the  levy  closer  to  the  levy  ceiling.  In 
fiscal  1993,  Boston’s  effective  tax  rate  increased  to 
2.3%  and  the  gap  between  the  levy  ceiling  and  the 
levy  was  reduced  to  only  $573  million. 

In  September,  1992,  three  months  before  the  fiscal  1993  tax  rate  was  set,  the  City  of  Boston  issued  a report 
entitled  "The  Re-Emergence  Of  The  Proposition  2Vz  Levy  Ceiling"  which  projected  that  the  City’s  levy  would 
exceed  the  levy  ceiling  in  fiscal  1995.  The  report  assumed  that  taxable  values  would  continue  to  decline  and 
that  the  tax  levy  would  increase  by  2.5%  plus  new  growth.  Based  on  this  report,  the  City  argued  that  it 
would  not  be  practical  to  attempt  to  override  Proposition  IVi. 

As  part  of  its  effort  to  project  tax  revenues  for  fiscal  years  1994  and  1995,  the  Bureau  undertook  an  analysis 
to  determine  whether  or  not  the  City  of  Boston’s  tax  levy  will  reach  the  levy  ceiling  in  either  fiscal  1994  or 
fiscal  1995.  The  scope  of  the  research  involved  the  following: 

1.  A review  of  the  City’s  assessed  value  for  taxable  property  for  fiscal  years 
1986  through  fiscal  1993. 

2.  A review  of  the  City’s  value  changes  to  the  major  property  classifications 
(e.g.  residential,  industrial,  and  commercial). 

3.  A review  of  general  real  estate  trends  within  the  same  classifications 
relative  to  changes  in  the  City’s  tax  base. 

4.  A comparison  of  the  City’s  value  changes  to  a study  completed  for  the 
Research  Bureau  by  Banker  and  Tradesmen.  The  study  indicated  changes 
in  median  prices  for  residential  and  commercial  properties  in  the  City. 

5.  A study  of  the  current  tax  assessment  ratio  for  the  City. 


For  fiscal  1994,  the  Bureau  estimates  that  the  City’s  taxable  value  will  decrease  by  at  least  2.2%.  That  would 
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allow  the  tax  levy  to  increase  by  the  normal  25%  plus  estimated  new  growth.  The  tax  limit  then  would  be 
about  $14.0  million  below  the  levy  ceiling. 

For  fiscal  1995,  the  Bureau  can  reach  no  definitive  conclusion.  At  this  time  with  the  information  available,  it 
is  too  close  to  call  whether  the  levy  will  hit,  exceed  or  barely  miss  the  levy  ceiling.  For  the  purpose  of 
revenue  projections,  we  are  assuming  that  taxable  value  will  increase  by  2.2%,  allowing  the  levy  limit  to 
increase  normally  and  just  miss  the  levy  ceiling.  Should  the  levy  hit  the  ceiling,  Boston’s  tax  revenues  would 
decrease  by  at  least  $10.0  million,  thereby  increasing  the  structural  gap  estimate. 

The  table  in  the  appendix  provides  a summary  of  the  actual  changes  in  the  City’s  tax  base  for  fiscal  1991 
through  fiscal  1993.  The  fiscal  1994  and  fiscal  1995  estimates  are  preliminary  in  nature  and  were  provided  by 
the  City  of  Boston.  These  value  changes  were  compared  to  the  statistics  provided  by  the  Banker  and 
Tradesman  study.  The  comparison  shows  that  prices  have  declined  at  a higher  rate  than  the  percentage 
changes  in  the  City’s  values.  Simply  utilizing  the  Banker  & Tradesman’s  statistics  would  indicate  that  the 
City’s  tax  base  will  decrease  from  approximately  $25.5  billion  to  $21.4  bUlion  in  fiscal  1995.  The  City, 
however,  forecasts  a decline  to  only  $25.0  billion.  Because  of  the  statistical  difficulty  relating  the  Banker  and 
Tradesman’s  changes  in  median  price  to  overall  changes  relative  to  the  way  the  City  indexes  prices,  the 
Banker  and  Tradesman  changes  could  be  overstated. 

Assessed  values  were  reviewed  by  classification  relative  to  observed  price  changes.  As  a general  observation, 
the  value  of  Class  B and  C commercial  buildings  stiU  appear  to  be  overstated.  However,  the  Class  A 
buildings  appear  stabilized  with  some  modest  opportimities  present  for  value  increases,  albeit  not  across  the 
board. 

Another  issue  which  was  reviewed  was  the  current  tax  assessment  ratio.  The  tax  assessment  ratio  is  a ratio 
between  the  property’s  assessment  and  it  sale  price.  Here  again,  the  overall  statistics  supplied  by  the  City 
through  1992  show  ratios  ranging  from  0.9  to  1.11  and  it  appears  that  there  are  an  equal  number  which  fall 
above  and  below  this  ratio.  The  City  is  presently  updating  their  tax  assessment  ratio  study  and  without  the 
benefit  of  kno\\ing  today’s  ratio,  it  is  not  possible  to  determine  whether  there  is  an  allowance  within  the 
current  ratio  to  offset  the  overedl  price  decline  in  properties. 

The  fact  that  Boston  will  hit  or  hover  at  the  levy  ceiling  makes  it  clear  that  an  override  of  Proposition  IVi  is 
not  a viable  option  for  the  City  in  the  foreseeable  future.  The  City  could  seek  a debt  exclusion  to 
temporarily  increase  the  levy  above  the  ceiling  but  that  would  require  voter  approval  and  it  would  raise 
further  Boston’s  dependence  on  the  property  tax.  A commercial  effective  tax  rate  of  possibly  42%  in  fiscal 
1994  should  give  pause  to  efforts  to  increase  the  City’s  dependence  on  the  property  tax. 
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A debt  exclusion  would  require  a two-thirds  vote  of  the  City  Council  and  approval  of  the  Mayor  to  place  a 
question  on  the  ballot.  A majority  vote  is  required  to  approve  the  question.  A single  question  may  be 
presented  to  exclude  all  debt  incurred  prior  to  the  pcissage  of  Proposition  2V2.  A separate  question  must  be 
presented  to  exclude  the  debt  of  each  individual  bond  issue.  In  this  economic  downturn,  the  prospect  of  the 
voters  approving  a debt  exclusion  or  capital  outlay  exclusion  is  not  likely. 


TAX  EXEMPT  PROPERTY 


Introduction 

In  fiscal  1993,  tax-exempt  property  in  Boston  represented  47%  of  the  City’s  land  area  and  33%  of  to  total 
assessed  value.  Exempt  property  utilizes  19.7  square  miles  within  the  City,  and  serves  both  public  and 
private  purposes.  Most  tax-exempt  property  is  pubhcly  owned  by  the  City  of  Boston,  the  Commonwealth,  its 
authorities  and  the  Federal  government.  The  balance  is  privately  owned  by  educational  institutions,  hospitals 
and  charitable  or  religious  organizations.  In  fiscal  1993,  the  City  is  expected  to  receive  $19.7  million  through 
payment  in-lieu  of  taxes  (PILOTS)  from  exempt  properties.  Additionally,  many  tax-exempt  institutions 
provide  in-kind  services  to  the  residents  of  the  City. 

TAX  EXEMPT  VALUATIONS 

Tax-exempt  assessed  values  are  not  a good  indicator  of  the  market  value  of  an  exempt  property  because  the 
City  does  not  devote  resources  to  update  values  since  no  tax  revenues  are  paid.  Consequently,  this  analysis 
will  focus  only  on  the  last  few  fiscal  years  and  not  the  traditional  ten  year  time  frame. 

Tax-exempt  property  in  fiscal  1993,  was  valued  at  $12.4  billion,  2ui  increase  of  6.2%  over  fiscal  1992.  This 
increase  occurred  primarily  due  to  the  reassessment  of  Boston  public  school  buildings  for  insurance  purposes 
and  is  not  a trend  in  tax-exempt  property.  Prior  to  this  increase,  reflecting  the  downturn  of  the  economy  and 
the  change  in  market  values,  tax-exempt  value  decreased  from  $13.1  billion  in  fiscal  1990  to  $11.7  billion  in 
fiscal  1992.  In  aggregate,  since  fiscal  1990,  tax-exempt  property  values  have  dropped  by  4.7%,  while  taxable 
property  values  declined  by  23.7%. 

Public  Vs.  Private  Exempt  Property 

Of  the  total  $12.4  billion  in  exempt  property  value,  $7.8  billion  or  62.8%  is  attributable  to  publicly  owned  and 
$4.6  bUlion  or  37.2%  is  privately  owned.  Within  the  public  category,  the  City  of  Boston  owns  the  largest 
share  of  pubhc  exempt  property  accounting  for  64.8%  of  public  exempt  values.  Additionally,  the  City’s 
exempt  property  represents  13.3%  of  the  total  taxable  and  exempt  property  values  in  the  City.  In  terms  of 
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private  exempt  property  values,  urban  redevelopment  properties  account  for  the  largest  portion  at  33.6%, 
followed  closely  by  literary  institutions  at  29.7%  and  charitable  organizations  at  24.6%.  (APPENDIX  H) 

TAX  EXEMPT  LAND  AREA 

Tax-exempt  land  in  the  City,  represents  46.8%  of  the  total  city  area.  Once  agaun,  public  exempt  property 
accounts  for  the  largest  amount  of  exempt  land,  at  77.2%  of  the  total.  The  Commonwealth  and  its 
authorities  accoimt  for  41.2%  of  total  exempt  land,  followed  by  the  City  of  Boston,  which  accounts  for  34.2%. 
Additionally,  religious  institutions  make-up  8.3%  of  the  total  tax  exempt  Izmd  and  literary  institutions  7.1%  of 
exempt  land. 

TAX  EXEMPT  PROPERTY  BY  WARD 

An  analysis  of  tax-exempt  property  by  ward  reveals  that  five  out  of  22  wards  in  the  City  contain  over  50%  of 
tax-exempt  property  value.  These  five  wards  include  Downtown  Boston  (Ward  3),  Back  Bay  (Wards  4 & 5), 
East  Boston  (Waird  1)  and  Brighton,  south  (Ward  21).  In  terms  of  land  area,  the  top  five  wards  contain  49% 
of  the  total  tax  exempt  land.  These  wards  are  East  Boston  (14.1%),  Hyde  Park,  Mattapan  (11.5%),  West 
Roxbury,  Roslindale  (10J%),  Jamaica  Plain  (6.8%)  and  South  Boston  (6.2%).  (APPENDIX  I) 

nNANCIAL  CONTRIBUTION 

As  exempt  institutions,  both  public  and  private  entities  are  exempt  from  paying  property  taxes.  However, 
these  institutions  receive  services  from  a variety  of  city  departments.  Acknowledging  the  necessity  of  these 
services  to  their  organizations  as  well  as  their  social  responsibility,  many  exempt  institutions  have  imdertaken 
several  avenues  in  past  years  to  contribute  to  the  City.  Tax-exempt  institutions  have  provided  direct 
payments  to  the  City  through  PILOT  agreements,  scholarships  and  headth  care  programs  for  residents, 
security  and  street  sweeping  services  for  the  areas  around  their  institutions  and  linkage  payments  for  any  new 
construction  project  they  may  undertake. 

Payment  In-Ueu-Of  Taxes  (PILOTS) 

PILOT  payments  are  generally  negotiated  contracts  between  the  institution  and  the  City,  through  which  the 
City  seeks  payments  equal  to  25%  of  what  the  institution’s  tax  bill  would  be  if  it  were  taxable.  In  fiscal  1993, 
PILOT  payments  are  expected  to  reach  $19.7  million,  a decline  of  38.0%  over  fiscal  1992.  This  decline  is 
due  to  the  tax  status  of  a major  property  changing  from  exempt  to  taxable.  During  the  past  10  years,  PILOT 
payments  have  ranged  from  $14.2  million  in  fiscal  1984  to  a high  of  $31.7  million  in  fiscal  1992.  During  this 
period,  the  City  negotiated  PILOT  agreements  with  several  institutions.  As  a result,  PILOT  payments  have 
increased  overall  by  $5.5  million  or  39%  since  fiscal  1984.  The  largest  increases  occurred  in  hospital 
agreements,  which  increased  by  $2.4  million,  Massport  payments  which  increased  by  $1.2  million  and 
universities  which  increased  by  $911,432.  (APPENDIX  J) 
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Other  Contributions 

In  addition  to  direct  payments  to  the  City,  tax  exempt  institutions  provide  many  other  benefits  to  the  City, 
some  can  be  quantified  and  others  are  more  difficult  to  track.  For  example,  universities  in  the  City  offer 
various  scholarships,  free  use  of  institutional  facilities  and  educational  programs  for  city  residents.  According 
to  the  Boston  Higher  Education  Partnership,  in  the  1991-92  academic  year,  Boston  area  colleges  provided 
more  than  $22.7  million  to  the  City’s  public  schools,  50%  of  which  were  scholarships  for  Boston  Public 
School  students.  Private  hospitals  in  Boston  also  provide  services  to  dty  residents,  which  range  from  health 
seminars  to  mobile  clinics. 
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DEBT  MANAGEMENT 


Debt  management  involves  decisions  regarding  the  amoimt,  timing,  purposes  zmd  structure  of  debt  issuance.  The 
City  of  Boston  periodically  issues  long-term  debt  for  two  basic  purposes:  (1)  to  finance  the  acquisition, 
construction,  repair  and  renovation  of  city-owned  buildings,  equipment  and  other  city  facilities  that  are  necessary 
to  provide  public  services  and  (2)  to  finance  infrastructiu'e  improvements  needed  for  the  City’s  future  economic 
development.  The  amoimt  and  timing  of  debt  issued  has  a significant  impact  on  the  City’s  annual  operating 
budget  because  of  required  jumual  debt  service  payments.  The  continuing  challenge  to  the  City  in  managing  its 
debt  is  to  plan  the  timing,  structure  and  amoimt  of  debt  issuance  in  a way  that  can  reasonably  be  accommodated 
within  projected  annual  operating  budgets,  but  yet  still  meet  the  need  for  improvements  both  to  city  facilities  and 
infrastructure.  It  adso  enables  these  costs  to  be  paid  during  the  time  period  that  taxpayers  will  benefit  firom  them. 

The  data  on  debt  issuance  and  capital  expenditures  suggest  that  in  the  early  1980s,  the  City  was  not  adequately 
addressing  its  capital  improvement  needs.  This  problem  was  in  part  due  to  fiscal  constraints,  but  also  reflected 
the  lack  of  a systematic  process  and  defined  organizational  structure  for  identifying  these  needs  and  developing 
financial  plans  for  meeting  them.  The  resulting  deferral  of  capital  improvements  and  disinvestment  in  the  City’s 
infrastructure  created  the  impetus  for  establishment  of  the  Mayor’s  Office  of  Capital  Planning  (OCP)  in  1984. 
OCP  was  charged  with  developing  a comprehensive  multi-year  capital  improvement  program  for  the  City  and 
centralizing  responsibility  for  capital  planning,  which  previously  had  been  divided  among  several  city  departments 
and  agencies.  The  creation  of  OCP,  improvement  in  the  City’s  economic  and  financial  condition  and  increases 
in  the  City’s  bond  rating  focused  more  attention  on  meeting  capital  improvement  needs  and  resulted  in  increases 
in  debt  issuance  and  capital  expenditures. 

Debt  issuance  and  debt  outstanding  have  increased  since  1982,  but  the  increases  have  been  modest.  Between 
fiscal  1982  and  1992,  debt  outstanding  increased  by  243%.  The  City’s  plan  to  issue  $250  million  of  debt  between 
1994  and  1997  will  keep  debt  outstanding  reasonably  constant,  as  new  debt  issuance  is  largely  offset  by  the 
retirement  of  existing  debt.  During  the  last  ten  years,  the  City’s  bond  rating  has  been  upgraded  three  times  by 
Moody’s  Investors  Service  from  a Bal  rating  to  an  A rating  and  two  times  by  Standard  & Poors  Corporation 
from  a BBB  + rating  to  an  A rating. 

Recent  increases  in  debt  issuance  and  corresponding  growth  in  annual  debt  service  requirements  appear  to  have 
been  well  within  the  capacity  of  the  annual  operating  budget  to  absorb.  Debt  service  as  a percent  of  the  City’s 
total  annual  operating  budget  has  declined  to  about  6%,  which  is  well  below  the  City’s  maximum  guideline  and 
the  industry  standard  of  10%.  The  City’s  projections  of  debt  issuance  over  the  next  four  years  indicate  that  the 
City  wUl  be  able  to  keep  annual  debt  service  in  the  range  of  6%-7%  of  the  budget,  an  acceptable  position  for 
a municipality. 


Boston  Municipal  Research  Bureau,  Inc. 


45 


Debt  Management 


The  structure  of  the  City’s  debt  has  been  conservative  with  regard  to  amortization,  yet  responsive  to  changes  in 
the  municipal  bond  market.  However,  the  average  life  of  the  City’s  debt  h2is  increased  slightly  because  of  greater 
use  of  level  debt  service  rather  than  declining  debt  service  and  the  use  of  term  bonds  instead  of  all  serial  bonds. 
These  changes  have  resulted  in  a slight  reduction  in  the  rate  in  which  principal  is  retired.  Nevertheless,  Boston’s 
amortization  rate  surpasses  industry  standards  and  the  City’s  own  minimum  policy  guidelines. 

Debt  Management  Data 

The  data  contained  herein  are  only  for  the  general  obligation  debt  of  the  City,  which  includes  debt  issued  for 
improvements  to  city  buildings,  parks,  streets,  etc.,  as  well  as  for  Boston  City  Hospital,  parking  garages,  the 
Economic  Industrial  and  Development  Corporation  (EDIC)  and  urban  redevelopment  zmd  renewal,  primarily 
through  the  Boston  Redevelopment  Authority  (BRA).  The  BRA  is  authorized  to  issue  revenue  bonds  which  do 
not  constitute  debt  of  the  City.  However,  traditionally,  the  BRA’s  use  of  bond  financing  has  been  limited  to  the 
proceeds  of  generad  obligation  bonds  issued  by  the  City.  EDIC  is  also  authorized  to  issue  revenue  bonds  secured 
by  revenues  from  the  lease  or  sale  of  its  projects  and  has  $17.0  million  of  such  bonds  outstanding.  In  addition, 
EDIC  has  approximately  $8.1  million  of  city  general  obligation  debt  outstanding.  Debt  of  Boston  City  Hospital 
has  customarily  been  a general  obhgation  of  the  City.  The  $170  million  issue  for  the  new  Boston  City  Hospital 
(BCH)  issued  in  December  1990  was  an  exception,  however.  This  issue,  to  be  paid  from  revenues  of  BCH,  are 
secured  by  a mortgage  on  the  Hospital,  which  is  guaranteed  by  the  United  States  Department  of  Housing  and 
Urban  Development.  Debt  of  Suffolk  County  is  also  considered  general  obligation  debt  of  the  City,  although 
the  State  paid  for  construction  of  the  new  Jail  and  House  of  Correction. 

Additionzdly,  the  data  herein  excludes  debt  issued  by  the  Boston  Water  and  Sewer  Commission,  which  is  an 
independent  debt  issuing  entity.  While  the  Commission’s  debt  is  important  to  the  residents  of  the  City,  it  is 
largely  beyond  the  direct  control  of  city  government  and  therefore  merits  separate  treatment  beyond  the 
parameters  of  this  study.  It  should  be  noted  that  the  City’s  debt  does  include  a small  amount  of  water  and  sewer 
debt  for  which  the  Boston  Water  and  Sewer  Commission  is  required,  by  statute,  to  reimbrnse  the  City  for  debt 
service  costs.  The  City  has  neither  direct  nor  contingent  liability  for  the  debt  of  the  Boston  Housing  Authority 
or  the  Boston  Industrial  Development  Financing  Authority.  Debt  issued  by  the  City  in  the  form  of  certificates 
of  participation  for  equipment  leasing  are  not  general  obligations  of  the  City  and  are  not  included  on  the 
accompanying  debt  tables. 

It  should  be  noted  that  part  of  the  City’s  debt  burden  is  offset  by  revenues  from  non-dty  sources  for  repayment 
of  the  debt.  Major  items  under  this  category  include  schools,  for  which  $913  million  is  expected  in  state  school 
building  assistemce  payments  (subject  to  appropriation)  and  rapid  transit,  where  the  $53  million  in  outstanding 
debt  will  be  paid  from  the  proceeds  of  refunding  bonds  to  be  issued  by  the  Boston  Metropolitan  District  or  the 
Massachusetts  Bay  Transportation  Authority  (MBTA)  and  $7.6  million  of  parking  garage  debt  for  which  debt 
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service  is  included  in  the  annual  lease  payments  paid  by  various  private  parking  operators. 


Sifftificance  of  Debt  Issuance 

Debt  management  is  an  integral  component  of  the  City’s 
overall  financial  management  and  heis  significant  impact, 
both  direct  and  indirect,  on  the  City’s  aimual  operating 
budget.  The  direct  effect  is  the  need  to  provide  for  debt 
service  in  futtire  annual  operating  budgets  as  additional 
debt  is  issued.  As  debt  service  increases,  less  revenue  is 
available  for  other  city  services,  which  can  create  serious 
budget  problems  during  periods  of  fiscal  stress.  During 
periods  when  debt  issuance  and  debt  service  declines, 
future  debt  service  capacity  can  be  lost  as  funds  previously 
used  for  debt  service  are  diverted  to  other  uses  in  the 


DEBT  ISSUED  RELATIVE  TO  DEBT  PAID 
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budget.  In  addition,  construction  of  new  or  expanded 

facilities  may  add  to  the  budget  because  of  the  need  to  staff  and  maintain  these  facilities.  Proper  planning  is 
necessary  so  that  decisions  regarding  debt  issuance  consider  impact  on  the  operating  budget.  The  indirect 
budgeta/y  effects  of  debt  issuance  relate  to  the  debt  issued  for  economic  development  purposes.  Private 
development  that  results  from  the  City’s  infrastructure  investment  generates  tax  revenue  for  the  operating  budget. 
In  this  sense,  the  debt  issued  by  the  City  can  be  viewed  as  an  investment  for  which  the  City  receives  a hard  dollar 


return. 


CITY’S  DEBT  MANAGEMENT:  1983-1993 
Internal  Debt  Management  Policies 

In  1990,  the  City  of  Boston,  through  its  Treasury  Department,  developed  comprehensive  debt  management 
policies  to  serve  as  a guide  to  prudent  administration  of  the  City’s  debt  program.  The  policies  established  the 
basic  principles  upon  which  the  City  would  make  debt  decisions.  These  policies  included  guidelines  for  issues 
such  as  limitations  on  debt  issuance,  debt  ratios,  rapidity  of  debt  repayment,  refunding  of  debt  issues,  variable 
rate  debt  and  lease-purchase  financings.  For  example,  the  City  has  established  that  its  combined  net  direct  debt 
should  not  exceed  3.0%  of  its  taxable  assessed  value,  that  at  least  25.0%  of  Boston’s  overall  debt  should  be 
repaid  within  five  years  and  50.0%  within  ten  years,  that  annual  debt  service  costs  should  not  exceed  10.0%  of 
its  general  fund  expenditures  and  that  variable  rate  debt  should  not  exceed  20.0%  of  the  City’s  total  currently 
outstanding  bonded  debt. 

Recent  Trends  in  Debt  Issuance 

The  City  has  had  twelve  bond  sales  since  1983.  The  smallest  issue  was  $30.0  million  in  1984;  the  largest  was 
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$96.2  million  in  1991,  which  included  $16.2  million  of  refunding  debt.  For  the  most  recent  issue,  the  City  took 
advantage  of  low  interest  rates  to  advance  refund  $92.3  million  of  bonds,  resulting  in  a present  value  savings  of 
$3.2  million  or  3.4%.  There  has  been  no  definitive  increasing  trend  in  the  level  of  debt  issuance,  especially  if 
refunding  debt  is  netted  out.  After  adjusting  for  inflation,  the  City’s  debt  issuance  appears  more  modest.  It  is 
noteworthy  that  since  1983,  some  issues  (in  addition  to  the  refunding)  were  not  for  capital  improvement 
purposes.  For  example,  the  $45.0  million  issue  in  fiscal  1983  was  for  payment  of  the  City’s  large  acciunulated 
property  tax  abatement  liability  pursuant  to  the  so-called  Tregor  decision.  These  bonds  were  retired  after  seven 
years.  Since  the  City  did  not  issue  any  bonds  in  fiscal  1981  and  1982,  and  no  bonds  for  capital  improvements 
in  fiscal  1983,  it  is  evident  that  the  City  was  not  committing  an  adequate  level  of  investment  to  its  infrastructure 
during  that  period.  There  was  no  debt  issued  for  capital  improvements  for  the  last  sbc  months  of  fiscal  1993; 
however,  the  City  expects  to  sell  bonds  again  in  fiscal  1994  pursuant  to  its  five-year  capital  improvement  program, 
which  is  discussed  below. 


Average  Life  of  Debt 

The  average  life  of  debt  reflects  how  rapidly  the  principal  of  an  issue  is  expected  to  be  paid.  The  average  life 
of  the  City’s  debt  has  varied  from  a low  of  6.9  years  in  1983  to  a high  of  12.8  in  fiscal  1992.  The  short  average 
life  of  the  1983  issue  reflects  the  eight-year  maturity  of  the  so-called  Tregor  bonds  which  were  issued  to  finance 
court-ordered  property  tax  abatements.  Average  life  has  increased  somewhat  since  fiscal  1983  due  to  two  major 
changes  in  the  structure  of  the  city’s  debt.  Fu-st,  beginning  in  fiscal  1986,  the  City  began  to  change  from  a 
structure  with  level  or  declining  principal  to  one  with  more  level  annual  debt  service  payments.  A level  debt 
service  structme,  which  is  analogous  to  a home  mortgage,  has  equal  annual  debt  service  payments,  where  in  the 
early  years,  the  payments  are  mostly  interest  and  in  the  later  years,  the  payments  are  mostly  principal.  As  a 
result,  debt  principal  is  retired  more  slowly  than  with  a structure  that  has  a level  or  constant  repayment  of 
principal  and  declining  payment  of  interest  each  year. 


Second,  at  the  same  time,  in  response  to  changing  market  conditions,  the  City  changed  from  a structure  using 
all  serial  bonds  to  one  that  combines  serial  bonds  (1-14  years)  with  a 20-year  maturity  term  bond  requiring 
annual  sinking  fund  payments  ranging  from  five  to  seven  years.  The  reduced  demand  for  serial  bonds  beyond 
the  10-12  year  maturity  range,  together  with  needs  of  institutional  buyers  for  larger  amounts  of  bonds  in  the 
longer  maturities,  tended  to  make  term  bonds  increasingly  attractive  to  potential  investors.  The  $70.7  million 
issue  of  February  1992  illustrates  these  changes.  The  issue  was  the  first  (excluding  refunding)  to  be  entirely 
level  debt  service  and  had  a 20-year  term  bond  of  $34.6  million,  which  was  the  largest  term  size  relative  to  the 
It  total  issue  of  any  of  the  bond  issues  during  the  study  period.  These  two  factors  resulted  in  an  average  life  of 
’J  12.78  years,  which  was  the  highest  since  fiscal  1983.  It  appears  that  the  higher  average  life  and  slightly  lower  rate 
it  of  amortization  represents  more  of  a response  to  the  market  than  a deliberate  effort  by  the  City  to  backload  its 
ij  debt. 
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The  recent  increases  in  average  life  have  resulted  in  a slight  reduction  in  the  rate  in  which  outstanding  principal 
is  retired.  Currently,  43.7%  of  total  debt  is  retired  within  five  years  and  71.5%  is  retired  within  ten  years.  These 
ratios  surpass  industry  standards  and  the  City’s  own  minimum  policy  guidelines  of  25%  amortization  within  five 
yeau"s  and  50%  within  ten  years.  Four  years  ago  in  fiscjil  1989,  53.4%  of  Boston’s  debt  was  scheduled  to  be 
retired  within  five  years  and  81.0%  within  ten  years. 


Interest  Rates 

The  interest  Boston  pays  on  its  debt,  when  measured  against  industry  standards,  has  improved  over  the  past  three 
years,  reflecting  the  City’s  higher  bond  ratings  and  use  of  bond  insurance.  The  Bond  Buyer  Index  (BBI)  can  be 
used  as  a bench-mark  for  measuring  the  interest  rate  that 
the  City  received  on  each  issue.  The  index  measures 
average  yields  to  investors  for  bonds  maturing  in  20  years. 

The  BBI  is  not  directly  comparable  to  the  true  interest 
cost  (TIC)  measure  which  shows  the  average  interest  cost 
for  a particular  bond  issue  over  the  entire  life  of  the 
issue.  It  is,  nonetheless,  useful  in  showing  relative  trends 
in  an  issuer’s  interest  cost  over  time.  The  TIC  for  the 
City’s  bond  sales  met  or  exceeded  the  BBI  from  1984 
through  about  1987,  which  reflected  the  City’s  low  bond 
rating  during  this  period.  (The  City’s  bond  rating  was 
withdrawn  in  March  1981  subsequent  to  enactment  of 
Proposition  1V2  and  was  lowered  from  Baa  to  Ba  in  July 
1981).  The  TIC  for  the  fiscal  1983  $45.0  million  issue  was  below  the  BBI  because  of  both  the  issue’s  short 
average  life  and  its  additional  security  in  the  form  of  pledged  revenues,  in  addition  to  the  general  obligation 
pledge  of  the  City.  For  the  last  three  years,  the  TIC  for  the  City’s  bond  issues  have  been  below  the  BBI  and 
well  below  it  in  1993,  in  large  meaisure  due  to  the  use  of  bond  insurance  for  certain  maturities  of  these  issues. 
Bond  insurance  is  a frequently  used  form  of  credit  enhancement  in  the  bond  market.  The  issuer  pays  a premium 
to  an  insmance  company  which  guarantees  the  timely  payment  of  principal  and  interest  on  the  issue.  Bonds 
insmed  by  most  major  bond  msmers  receive  a "triple  A"  rating  from  one  or  more  of  the  bond  rating  agencies. 
Bond  insurance  is  advantageous  in  cases  where  the  premium  (paid  up-front)  is  less  than  the  savings  in  interest 
cost  to  the  issuer  as  a result  of  receiving  a triple  A rating.  Usuadly,  insurance  is  only  economically  advantageous 
to  issuers  whose  stand-alone  credit  rating  is  "A"  or  below. 

DEBT  ISSUANCE  BY  PURPOSE 

The  pattern  of  debt  issuance  by  purpose  has  changed  during  the  ten-year  period  from  an  urban  renewal 
concentration  in  the  early  years  to  a building  remodeling  focus  in  the  latter  years.  For  fiscal  years  1984-1986, 
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building  remodeling,  and  urban  redevelopment  and  renew2il  were  the  major  purposes  of  bond  issuance  accounting 
for  $44.5  million  (20.7%)  and  $40.6  million  (18.9%)  respectively  of  the  $215.0  million  of  bonds  issued  diuing 
those  years.  Issuance  of  bonds  for  urban  redevelopment  and  renewal  purposes  reflects  the  need  for 
infrastructure  improvements  that  accompanied  the  private  building  boom  in  the  City  during  that  period.  For  the 
years  1989-92,  the  amoimt  of  bonds  issued  for  urban  renewal  and  redevelopment  declined  to  $6.6  million  as  a 
result  of  the  slowdown  in  the  city  and  regional  economy,  while  the  amoimt  of  bonds  issued  for  building 
remodeling  and  repairs  grew  significantly,  accounting  for  $159.9  million  or  46.4%  of  the  $344.8  million  issued 
during  the  period.  The  emphasis  on  building  remodeling  and  repairs  appears  to  represent  a concerted  effort 
by  the  City  to  invest  in  the  maintenance  and  preservation  of  its  capital  stock.  Another  significant  change  has 
been  in  the  category  "acquisition  of  land,  parks,  playgrounds,  cemeteries"  which  received  only  $3.9  million  of 
proceeds  in  the  earlier  period,  but  increased  to  $28.9  million  for  fiscal  years  1989-1992.  For  the  $70.2  million 
issue  of  fiscal  1992,  $12.0  million,  or  17.0%  was  issued  for  this  category. 

OUTSTANDING  DEBT 

The  City’s  debt  outstanding  increased  from  fiscal 
1982  to  1986,  as  debt  issued  exceeded  debt  redeemed. 

With  no  debt  having  been  issued  in  1988,  debt 
outstanding  at  the  end  of  that  year  declined  to  fiscal 
1982  levels.  In  fiscal  1989,  debt  outstanding  began  to 
increase  as  issuance  levels  exceeded  levels  of  debt 
repayment.  Overall  the  magnitude  of  the  increase  in 
debt  outstanding  has  been  modest;  from  fiscal  1982 
to  1992,  outstanding  debt  increased  by  only  24.3%. 

After  adjusting  the  data  for  inflation,  debt 
outstanding  actually  decreased  during  the  period. 


COMPARATIVE  MEASURES  OF  DEBT  BURDEN 

Boston’s  debt  burden  appears  to  be  sUghtly  higher  than  median  standards  for  cities  of  comparable  size,  although 
several  events  limit  the  usefulness  of  debt  compzirisons.  The  most  commonly  used  mezisures  of  municipal  debt 
burden  are:  (1)  debt  per  capita  emd  (2)  debt  as  a percentage  of  the  full  value  of  taxable  property.  Moody’s 
Investor’s  Service  compiles  data  on  these  measures  for  municipalities  it  rates  and  these  medians  can  be  used  as 
bench-marks  against  which  a community’s  debt  burden  can  be  measured.  As  applied  to  Boston,  the  first 
measurement  tool,  puts  Boston’s  net  direct  debt  per  capita  of  $1,002,  significantly  above  the  Moody’s  median 
value  of  $678  for  cities  with  population  of  500,000  and  over.  Net  direct  debt  is  the  debt  incurred  directly  in  the 
name  of  a specific  municipality,  net  of  enterprise  revenues  and  short-term  operating  debt.  Similarly,  the  City’s 
net  direct  debt  as  a percent  of  full  value,  2.1%  (measurement  #2),  is  significantly  above  the  Moody’s  median 
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of  1.4%.  High  debt  levels  are  often  used  by  the  major  bond  rating  agencies  as  a sign  of  credit  weakness. 

However,  comparisons  that  utilize  net  direct  debt  burdens  are  often  misleading  because  cities  differ  significantly 
in  terms  of  the  scope  of  services  they  provide  directly  to  their  residents  and  services  provided  to  their  residents 
by  overlapping  governmental  entities.  For  example,  some  cities  operate  their  own  school  system;  others  are  part 
of  a separate  school  district,  which  makes  comparisons  misleading.  Boston’s  direct  debt  includes  $85.5  million 
(1992)  in  school  debt,  or  15%  of  the  City’s  total  debt. 

Moody’s  attempts  to  address  the  problem  of  the  variation  in  entities  by  developing  another  set  of  debt  measures 
using  the  concept  of  overall  net  debt,  which  includes  net  direct  debt  plus  the  net  debt  of  overlapping  or 
imderlying  units  of  government,  usually  apportioned  in  accordance  with  property  valuation.  By  this  measure, 
Boston’s  compcirative  debt  burden  position  is  much  better.  The  City’s  overzdl  debt  per  capita  of  $1,218  is  only 
slightly  higher  than  the  median  of  $1,176.  However,  the  City’s  overall  debt  as  a percent  of  full  valuation  of  2.6% 
is  significantly  below  the  median  of  3.1%.  Furthermore,  after  deducting  state  aid  for  school  construction,  the 
City’s  overall  debt  burden  percentage  drops  to  2.2%. 

The  measure  of  overall  net  debt  may  also  have  some  comparability  problems.  For  example,  Moody’s 
measurement  of  overall  debt  does  not  include  debt  of  the  Boston  Water  and  Sewer  Commission  since  this  debt 
is  fully  self-supporting.  The  extent  to  which  the  overlapping  debt  measure  for  other  municipalities  does  or  does 
not  include  the  debt  of  overlapping  sewer  and  water  districts  or  authorities  is  unclear.  Nonetheless  it  appears 
to  be  the  best  comparative  measure  available. 

Debt  in  Other  Cities 

As  part  of  this  study,  an  attempt  was  made  to  compare  Boston’s  debt  burden  with  that  of  selected  other  cities. 
We  explored  three  approaches,  each  which  proved  to  be  unsatisfactory  due  to  comparability  problems.  These 
approaches  included  comparisons  of  data  in  city  annual  financial  reports,  comparison  of  U.S.  Census  Bureau  data 
and  comparison  of  Moody’s  credit  report  for  specific  cities.  Each  of  the  approaches  had  comparability  problems 
dealing  both  with  overlapping  entities  and  the  fact  that  the  cities  differed  significantly  in  terms  of  the  services 
they  provided  and  the  specific  types  of  debt  included  in  their  data.  We  did  attempt  to  adjust  the  data  to  make 
them  comparable  - i.e.  to  compute  the  debt  levels  associated  with  the  same  services  provided  by  Boston.  The 
adjustments  were  so  extensive  as  to  make  comparison  of  the  remaining  data  meaningless.  Despite  the  limitations 
of  the  Moody’s  median  data,  they  appezir  to  offer  the  best  available  bench-mark  for  measuring  the  magnitude 
of  a City’s  debt  burden. 

AUTHORIZED  UNISSUED  DEBT 

The  level  of  authorized  unissued  debt  has  fluctuated  throughout  the  last  ten  years,  reaching  its  highest  point  in 
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fiscal  years  1987-1989  and  then  declining  slightly. 

Over  the  last  five  fiscal  years,  the  City’s  potential 
debt  outstanding  — i.e.  debt  outstanding  plus 
authorized  unissued  debt  — has  increased  somewhat, 
creating  the  possibility  of  higher  outstanding  debt 
(and  debt  service)  in  the  future,  depending  on  the 
rate  of  issuance  of  the  authorized  unissued  debt. 

From  analysis  of  the  City’s  five-year  capital  plan, 
however,  it  appears  that  future  issuance  levels  will  not 
significantly  increase  debt  outstanding.  The  City 
plans  to  issue  $250  million  of  bonds  for  fiscal  years 
1994  through  1997,  with  an  average  maturity  of  20 
years.  Assuming  that  the  $250  million  is  issued  in  equal  annual  principal  amounts,  with  level  annual  debt  service, 
the  debt  outstanding  in  fiscal  1998  would  be  approximately  the  same  as  the  debt  outstzmding  at  the  end  of  fiscal 
1992. 

Ddtt  Purpose 

The  City’s  pattern  of  authorized  unissued  debt  by  purpose  has  shifted  since  1983,  and  wUl  eventually  result  in 
a change  in  debt  issuance  by  purpose.  As  with  debt  issuance,  the  largest  share  of  the  City’s  authorized  unissued 
debt  remains  remodeling  and  extraordinary  repairs  — $93.5  million  or  38.6%.  However,  construction  of 
buildings  and  acquisition  of  land,  unlike  prior  years,  has  become  a major  category  accounting  for  $46.5  million, 
or  19.2%  of  the  total.  School  authorizations  have  also  mcreased  accounting  for  $38.9  million,  or  16.0  % of  the 
total. 

The  City  appears  to  be  on  a reasonable  cycle  of  authorization  and  issuance.  In  fact,  48.3%  of  the  City’s 
authorized  unissued  debt  as  of  June  30,  1992,  represents  authorizations  made  in  1991  and  1992,  and  47.2% 
between  fiscal  1986  and  1990.  Over  the  last  ten  yems,  the  City  has  rescinded  $20.3  milhon  of  authorizations. 
Nevertheless,  there  remains,  $4.6  milhon  (1.90%)  of  authorized  unissued  debt  authorized  in  fiscal  years  1970- 
1975. 

DEBT  SERVICE  COST 

The  City’s  annual  debt  service  cost  has  increased  modestly  since  1982,  a 15.6%  growth.  Debt  service  cost  did 
reach  a high  point  of  $116.2  milhon  in  fiscal  1990,  but  has  declined  since  then.  Debt  service  as  a percent  of  the 
total  dty  budget  has  declined  as  the  rate  of  increase  in  total  expenditures  has  exceeded  the  rate  of  increase  in 
debt  service.  The  debt  service  percentages  are  well  below  the  industry  standau'd  of  10%,  which  the  City  also  uses 
as  its  maximum  debt  service  guideline. 


ACTUAL  AND  AUTHORIZED  CITY  DEBT 
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The  City’s  financial  projections  based  on  its  five-year 
capital  plan  show  only  modest  growth  in  debt  service 
— from  $89.0  million  in  fiscal  1992  to  $91.1  million  in 
1997.  The  plan  provides  for  the  issuance  of  some 
$250  million  of  bonds  in  the  years  1994  through  1997. 
This  modest  growth  in  debt  service  should  enable  the 
City  to  keep  debt  service  in  the  range  of  6%-7%  of 
expenditures  for  the  next  five  years.  These  debt 
service  levels  appear  to  be  well  within  industry 
guidelines  for  comparable  cities. 


It  should  be  noted  that  a significant  portion  of  the  City’s  annual  debt  service  cost  will  be  offset  by  cert2iin 
available  revenues.  The  available  revenues  are  not  as  high  as  in  prior  years  owing  to  the  decline  in  sinking  fund 
levels  beginning  in  1994.  Sinking  funds  were  established  several  years  ago  when  money  was  set  aside  as  bonds 
were  issued  to  repay  term  bonds  at  maturity.  The  largest  category  of  available  revenues  is  state  school  building 
assistance,  which  reimburses  the  City  for  up  to  90%  of  the  aimual  debt  service  cost  for  eligible  school 
construction  projects. 

CAPITAL  BUDGET:  WHAT  IT  MEANS  FOR  BOSTON’S  FUTURE 
Capital  Planning  Process 

Prior  to  fiscal  1984,  the  City  did  not  have  a systematic  approach  for  identifying  its  infrastructure  needs  and 
formulating  a financial  plan  for  meeting  these  needs.  This  was  certainly  evident  in  the  low  level  of  infrastructure 
investment  — e.g.  for  fiscal  years  1981,  1982  and  1983,  the  City  issued  no  bonds  for  capital  improvements.  The 
resulting  deferral  of  capital  projects  and  disinvestment  m infrastructure  created  the  impetus  for  establishment 
of  the  Mayor’s  Office  of  Capital  Planning  (OCP)  in  1984.  OCP  was  charged  with  responsibility  for  developing 
a comprehensive  capital  program  for  the  City  of  Boston. 

During  its  first  year,  OCP  worked  closely  with  a large  number  of  city  agencies  to  prepare  a comprehensive  multi- 
year capital  plan  for  the  fiscal  period  1986-1990.  This  was  the  City’s  first  multi-year  capital  plan  in  several 
decades  and  established  a base  which  enabled  the  City  to  address  its  capital  improvement  needs  in  a systematic 
way.  OCP  built  upon  its  initial  experience  with  the  annual  development  of  subsequent  five-year  capital  plans. 

In  February  of  1993,  with  the  publication  of  Rebuilding  Boston,  the  City  issued  its  seventh  aimual  five-year  capital 
plan,  which  follows  the  prior  years’  pattern  with  a focus  on  renovation,  rehabUitation  and  preventative 
maintenance.  This  includes  $27.4  million  for  roadway  repairs.  One  notable  exception  is  the  $59.6  million 
recommended  for  construction  of  a new  police  headquarters.  Nearly  $862  million  is  recommended  for 
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construction  of  a new  inpatient  facility  at  Boston  City  Hospital  and  $11.0  million  for  park  renovations.  In  the 
planning  process  is  a comprehensive,  school  facilities  needs  assessment  to  examine  the  physical  condition  and 
program  needs  of  the  City’s  schools,  which  will  lay  the  groundwork  for  capital  investment  in  school  buildings. 

FINANCING  CAPITAL  IMPROVEMENTS 

In  1983,  the  Massachusetts  legislature  enacted  the  City  of  Boston  Bond  and  Minibond  Procedure  Act  of  1983. 
The  Act  modified  various  procedural  restrictions  related  to  the  City’s  debt  issuance,  and  gave  the  City  the 
flexibility  to  utilize  financing  approaches  not  available  to  other  cities  and  towns  in  the  Commonwealth.  The  City 
has  utilized  many  of  these  provisions,  which  has  given  it  greater  flexibility  in  managing  its  debt  and  in  structuring 
its  debt  to  adapt  to  changes  in  the  bond  market. 

Two  of  the  major  changes  provided  by  the  Act  allow  the  City  to  issue  revenue  bonds  and  to  engage  in  a variety 
of  leasing  arrangements.  The  revenue  bond  alternative  has  limited  value  for  the  City  because  few  of  the  projects 
included  in  its  capital  plans  are  for  revenue-producing  facilities.  A major  exception  has  been  the  mortgage 
revenue  bonds  issued  to  finance  the  new  in-patient  facility  at  Boston  City  Hospital.  The  bonds  issued  by  the  City 
were  backed  by  a mortgage  guarantee  from  the  Federal  Housing  Administration.  The  federal  guarantee  limited 
the  impact  on  the  City’s  debt  capacity  in  that  the  bonds  do  not  constitute  general  obligation  bonds  of  the  City 
for  which  its  full  faith  and  credit  are  pledged.  This  guarantee  also  insured  that  the  bonds  received  a lower 
interest  cost  than  they  would  have  if  backed  only  by  the  credit  of  the  City. 

The  City  has  made  use  of  the  leasing  provisions  of  the  Bond  Procedures  Act  which  has  enabled  it  to  lower  its 
costs  for  the  acquisition  of  equipment.  The  City  currently  has  outstanding  $24.2  million  of  Certificates  of 
Participation  (COPS).  In  1988,  the  City  entered  into  two  master  installment  sales  agreements  pursuant  to  which 
the  City  can  acquire  motor  vehicle,  communication,  computer,  hospital,  office  and  other  related  equipment.  Each 
acquisition  may  be  financed  over  a two-to-seven-year  period.  Under  the  first  agreement,  $23.6  milhon  of  COPS 
were  issued  in  March,  1988  to  refinance  approximately  $12.9  million  of  existing  lezises  and  to  finance 
approximately  $8.0  million  of  new  acquisitions.  Under  the  second  agreement,  which  was  similar  to  a lease  line 
of  credit,  the  City  financed  $32.9  million  for  equipment  acquisitions  and  certain  financing  costs  through 
September,  1992.  Payments  under  both  agreements  are  subject  to  annual  appropriation,  but  are  not  general 
obligations  of  the  City.  Moody’s,  however,  does  include  the  leases  in  its  statement  of  the  City’s  debt.  The  City 
is  contemplating  entering  into  a new  master  equipment  lease  purchase  agreement  for  approximately  $15  million. 

The  Bond  Procedures  Act  also  permits  the  City  to  issue  minibonds,  which  are  bonds  sold  in  small  denominations, 
usually  at  a deep  discount  and  available  for  purchase  by  the  public  directly  from  the  City.  The  City  issued  $5.0 
million  of  minibonds  in  fiscal  1985.  Issuance  of  minibonds  has  certain  public  relations  advantages;  however,  it 
undoubtedly  creates  an  added  administrative  burden  for  the  City. 
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The  Act,  along  with  the  Funding  Loan  Act  of  1982,  permitted  the  City  to  pledge  particular  sources  of  revenue 
for  repayment  of  its  debt,  and  to  issue  debt  secured  by  bank  letters  of  credit.  The  City  has  issued  revenue 
anticipation  notes  secured  by  pledges  of  specific  revenues  and  notes  secured  by  bank  letters  of  credit.  The  $45.0 
million  Tregor  bond  issue  in  fiscal  1983  was  secured  by  a pledge  of  dedicated  revenues  (hotel/motel  excise,  deeds 
excise,  real  estate  excise  and  certain  Chapter  121A  in-lieu  of  tax  payments)  in  addition  to  the  general  obligation 
pledge  of  the  City.  Certain  provisions  of  the  Act  not  yet  used  by  the  City  include  variable  rate  debt  and  debt 
redeemable  at  the  option  of  the  bondholder.  In  general,  the  City’s  application  of  provisions  of  the  Bond 
Procedures  Act  has  been  to  the  advantage  of  the  City. 

During  the  late  1980s  and  early  1990s,  the  City  received  significant  amounts  of  revenue  from  the  sale  of  city 
assets,  primauily  parking  garages.  Some  of  the  proceeds  were  applied  to  the  capital  projects  fund  to  finance 
capital  projects;  some  of  the  proceeds  were  applied  to  the  general  fund  to  finance  the  City’s  operating  budget. 
The  latter  practice  tends  to  make  the  budget  dependent  on  one-time  revenues,  which  creates  a budget  problem 
for  future  years  when  the  one-time  revenues  are  not  available. 

Derivative  Financing 

The  City  of  Boston  has  kept  pace  in  recent  years  with  practical  and  technical  advantages  in  the  marketplace, 
which  improve  the  outstanding  debt  structure  while  preserving  the  safety  of  its  obligations  to  its  bondholders. 
The  City,  in  fiscal  1991,  executed  a fixed-to-floating  interest  rate  swap  for  a portion  of  the  City’s  long-term  bonds 
issued  for  the  Boston  City  Hospital  rehabilitation  project.  The  City  received  fixed-rate  payments  from  the  swap 
counterparty  equivalent  to  the  debt  service  obligations  on  that  portion  of  the  bonds,  and  made  periodic  payments 
to  the  counterparty  based  on  prevailing  short-term  rates.  The  City  was  able  to  realize  interests  rate  savings 
generated  by  the  difference  between  long  and  short-term  interest  rates. 

The  net  effect  of  this  interest  rate  exchange  was  a $6.4  million  benefit  to  the  City  over  an  approximate  two-year 
period  during  which  the  swap  was  in  effect.  This  innovative  management  tool  is  an  increasingly  utilized  financing 
mechanism  for  credit  worthy  municipalities  to  take  advantage  of  the  shape  of  the  yield  curve,  introduce  variable 
rate  obligations  into  the  overall  debt  structure,  and  hedge  certain  interest  rate  risks  associated  with  general  fund 
investments.  Utilizing  this  form  of  financing  technique  along  with  the  savings  realized  by  refunding  bonds  issued 
in  the  past  by  the  City,  unique  advantages  have  been  taken  to  improve  the  debt  management  and  indeed  all 
aspects  of  revenue  growth  reductions  experienced  in  recent  years.  The  interest  rate  exchange  has  been 
terminated  at  this  time  and  the  City  is  no  longer  involved  with  this  arrangement. 

SHORT-TERM  BORROWING 

Although  the  City  is  authorized  to  borrow  through  the  issuance  of  short-term  notes  in  anticipation  of  property 
tax  and  other  revenue  receipts,  it  has  not  done  so  in  several  years.  The  City  has  not  issued  revenue  anticipation 
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notes  (RANs)  since  1987.  With  the  adoption  of  quarterly  tax  bills,  the  City  will  likely  not  have  to  issue  RANs 
in  the  foreseeable  future,  assuming  continued  timely  receipt  of  quarterly  state  aid  payments.  In  addition,  the  City 
is  authorized  to  issue  short-term  debt  obligation  in  anticipation  of  the  issuance  of  long-term  bonds.  With  one 
exception,  the  City  has  not  issued  bond  anticipation  notes  (BAN’s)  since  fiscal  1984,  has  no  such  obligation 
outstanding  and  does  not  anticipate  such  borrowing  in  the  near  future.  As  part  of  its  financing  for  a new  Boston 
City  Hospital,  the  City  in  fiscal  1989,  issued  $15.7  million  in  hospital  BAN’s,  which  were  redeemed  in  full  in  fiscal 
1990,  when  the  City  issued  $170.0  million  in  general  obligation  bonds  to  finance  the  project. 
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BOSTON’S  FUTURE 


Boston  faces  one  of  its  most  fiscally  challenging  times  in  fiscal  1994  and  1995,  with  limitations  on  key  revenue 
sources,  pressures  for  increased  spending  for  basic  city  services  and  far  less  reserves  available.  In  fiscal  1993, 
the  Bureau  estimates  that  the  City  will  end  the  year  with  a small  surplus  of  approximately  $2  million.  In  fiscal 
1994,  the  City’s  budget  is  balzmced  and  expenditures  are  expected,  with  prudent  management,  to  stay  within 
existing  revenues.  However,  if  a reasonable  restoration  of  services  is  provided  along  with  funds  for  salary 
increases  consistent  with  contracts  already  negotiated,  the  City  would  face  a structural  revenue  gap  in  the  range 
of  $20  to  $25  million  in  fiscal  1994.  In  fiscal  1995,  the  problem  is  expected  to  grow  to  $25  to  $30  million.  The 
spending  estimates  acknowledge  that  spending  levels  have  been  reduced  in  past  years  and  that  the  reductions 
which  have  resulted  in  improved  operationed  efficiencies  should  be  maintained.  The  estimates  for  this  section 
are  based  on  a detailed  analysis  of  the  City’s  expenditure  and  revenue  accounts,  a review  of  historical  data, 
extensive  discussions  with  city  and  state  officials  and  consultations  with  various  experts  in  the  private  sector. 

THE  OUTLOOK  FOR  FISCAL  1993 

Although  fiscal  1993  has  come  to  a close,  final  financial  reports  have  not  been  issued  by  the  City.  However,  the 
Bmeau  projects  that  the  City  ended  fiscal  1993  with  a small  surplus  of  approximately  $2.0  million.  City  revenues 
are  projected  to  come  in  at  $1,307  bUlion,  while  city  spending  is  anticipated  to  be  $1,305  billion.  These 
projections  are  based  on  the  September  Auditor’s  report,  as  well  as  detailed  review  of  each  revenue  account  and 
its  history. 

FISCAL  1993  REVENUES 
What’s  expected,  the  hig^. — 

City  revenues  are  projected  to  reach  $1,307  billion,  $7.0  million  over  the  City’s  final  budget  plan  for  fiscal  1993. 
The  majority  of  revenues  that  are  projected  to  come  in  over  budget  expectations  can  be  linked  to  one-time  events 
that  are  recorded  in  traditional  revenue  accoimts  and  will  not  necessarily  recur  in  the  future.  Three  accounts; 
penalties  & interest,  motor  vehicle  excise  taxes  and  street  sidewalk  and  curb  repairs  are  expected  to  have 
generated  funds  in  excess  of  budget  estimates  due  primarily  to  prior  year  collections  or  other  one-time  incidents. 
There  are  several  other  accoimts  that  are  also  expected  to  have  come  in  over  budget  due  to  better  than  expected 
collection  rates. 

— die  lows 

In  addition  to  several  smaller  revenue  accounts,  in  fiscal  1993,  there  are  three  areas  that  were  exp>ected  to  come 
in  considerably  below  budget  estimates:  hospital  receipts,  county  revenues  and  sale  of  prop>erty.  Collectively, 
these  three  accounts  were  expected  to  come  in  $16.0  million  below  the  City’s  final  budget.  Hospital  revenues 
are  subject  to  reimbursements  from  state  and  federal  sources,  which  has  led  to  the  problems  of  reimbursements 
not  corresponding  with  the  Hospitzd  Department’s  operating  cycle.  The  low  revenue  collections  in  the  county 
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account  primarily  reflects  the  City’s  budgeting  for  reimbursement  from  county  courthouses.  This  reimbursement 
has  not  been  agreed  upon  by  the  Commonwealth  and  is  not  expected  to  be  realized  in  fiscal  1993  or  fiscal  1994. 
The  sale  of  property  account,  which  reflects  the  use  of  money  received  from  the  taking  of  land  for  the  central 
artery  project  did  not  need  to  be  used  as  expected  and  thus  showed  a surplus  of  $11.0  million.  Therefore,  the 
Bureau  projections  did  not  include  this  revenue  source. 

CAVEATS 

It  is  important  to  note  that  the  fiscal  1993  budget  in  the  forecasting  section  of  this  report  differs  from  the  budget 
highlighted  in  the  previous  financial  sections.  This  difference  is  due  to  a change  in  the  Suffolk  County 
expenditure  and  revenue  accounts.  After  the  fiscal  1993  budget  was  adopted,  the  state  changed  the 
reimbursement  process  for  the  County  Jail.  Beginning  in  fiscal  1993,  funds  that  came  from  the  State  to  support 
the  County  Jail  were  no  longer  general  fund  money,  as  traditionailly  implemented.  These  funds  now  go  directly 
to  the  County  and  not  the  City’s  general  fund.  As  a result,  the  state  money  is  considered  a grant  or  external 
fund.  However,  the  grant  that  the  state  gives  to  the  County  does  not  completely  offset  the  cost  of  county 
services.  Therefore,  the  City  of  Boston  pays  the  remaining  portion  of  the  County  expenditures,  which  is  expected 
to  total  $8.9  million  in  fiscal  1993.  We  felt  it  appropriate  to  recognize  the  change  in  this  account  in  the 
forecasting  section  of  this  report  and  not  the  historical  financial  section  in  order  to  insure  accountability  for  the 
ten  year  period. 

FISCAL  1994  • THE  $40  MILLION  PROBLEM? 

On  April  14,  1993,  Mayor  Flynn  presented  his  recommended  fiscal  1994  budget  of  $1,317  billion  to  the  City 
Council.  That  budget  was  balanced.  However,  the  Flynn  Administration  indicated  that  the  City  faced  a $40 
million  structmal  revenue  problem.  The  City  does  not  face  a $40  million  budget  deficit  in  fiscal  1994.  The 
structural  revenue  gap  described  by  the  Mayor  refers  to  the  additional  recurring  revenues  the  City  requires,  in 
the  Administration’s  view,  to  provide  an  adequate  level  of  basic  services,  especially  public  safety  services.  The 
City’s  $40  million  estimate  includes  funds  needed  by  the  City  to  maintain  the  City’s  present  level  of  services, 
restore  reduced  personnel  and  equipment  levels  in  the  Police  and  Fire  Departments,  cover  rising  costs  due  to 
inflation  and  provide  for  a small  salary  increase  for  employees,  most  of  whom  have  had  their  wages  frozen  for 
almost  three  years. 

WHAT’S  INCLUDED  IN  THE  "GAP"? 

The  methodology  used  to  develop  this  $40  million  figure  involved  adding  3.0%  to  the  total  fiscal  1993 
departmental  budget  and  then  adding  incremental  percentage  increases  for  those  items,  such  as  trash  collection, 
debt  service,  health  insurance,  workers  compensation  and  court  judgements,  that  are  expected  to  increase  in 
excess  of  3.0%.  Also  included  in  the  figure  are  the  costs  for  additional  classes  of  police  officers  and  fire  fighters. 
The  intent  was  to  bring  both  uniformed  forces  back  to  the  fiscal  1989  or  fiscal  1990  levels,  which  represented 
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the  high  point  for  both  forces  over  the  past  decade.  The  purchase  of  additional  police  cruisers  was  included  in 
the  figure  since  the  Police  Department  departed  from  its  fleet  maintenance  plan  and  did  not  purchase  any 
cruisers  in  fiscal  1993.  This  total  of  projected  expenditures  was  then  subtracted  from  the  estimate  of  recurring 
revenues  for  fiscal  1994  to  produce  the  $40  million  gap.  The  limited  amount  of  non-recurring  revenues  available 
to  the  City  in  fiscal  1994  is  not  included  in  the  revenue  estimates  in  order  to  show  the  extent  of  the  recurring 
problem. 


CITY  OF  BOSTON 

REVENUE  AND  EXPENDITURE  PROJECTIONS 

(FIGURES  IN  OOO’S) 

BUREAU 

BUREAU 

BUREAU 

PROJECTIONS 

CITY  BUDGET  PROJECTIONS 

PROJECTIONS 

FISCAL  1993 

FISCAL  1994  FISCAL  1994 

FISCAL  1995 

WHERE  THE  MONEY 

GOES: 

PERSONAL  SERVICES 

646,972 

652,962 

674,335 

707,513 

ALL  OTHER  EXPENDITURES 

325,722 

344,624 

352,408 

364,180 

EMPLOYEE  BENEFITS 

188,048 

203,039 

203,585 

214,987 

MANDATORY 

144,233 

148,040 

148,040 

151,741 

TOTAL  EXPENDITURES 

$1,304,974 

$1,348,665 

$1,378,368 

$1,438,421 

WHERE  THE  MONEY 

COMES  FROM: 

PROPERTY  TAX 

$590,663 

$622,190 

$622,158 

$646,600 

STATE  AID 

335,595 

358,206 

358,206 

366,420 

ALL  OTHERS 

381,046 

368,269 

377,096 

396,374 

TOTAL  REVENUES  PROJECTED  $1,307,303 

$1,348,665 

$1,357,459 

$1,409,394 

STRUCTURAL  GAP 

$2,329 

$0 

($20,909) 

($29,027) 

* Employee  benefits  are  included  within  the  departments  budget 

FISCAL  1994  - Does  the  City  have  a Financial  Problem? 

The  fiscal  1994  budget  is  set  and  does  include  zm  increase  of  $32.7  million  or  2.5%  over  fiscal  1993.  This  budget 
includes  funds  for  100  new  police  officers,  small  salary  increases  for  employees,  unmarked  police  vehicles  and 
police  equipment  and  funding  for  summer  jobs  and  youth  programs.  In  fiscal  1994,  the  City* s budget  is  balamced 
and  expenditures  are  expected,  with  prudent  management  to  stay  within  existing  revenues.  However,  if  a 
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reasonable  restoration  of  service  is  provided  along  with  funds  for  salary  increases  the  City  would  face  a structural 
gap  of  $20  to  $25  million.  This  estimate  is  based  on  the  use  of  $1.3  million  in  non-recurring  revenues  currently 
in  the  City’s  fiscal  1994  budget. 

The  Methodology 

The  Bureau’s  revenue  projections  are  based  on  a detailed  analysis  of  each  revenue  account  as  well  as  historical 
trends.  For  the  most  part,  Bureau  revenue  projections  for  fiscal  1994  are  based  on  the  City’s  fiscal  1994  budget. 
Some  changes  have  been  made  when  specific  situations  or  historical  trends  indicate  that  a change  would  be 
appropriate. 

Spending  forecast  for  fiscal  1994  jdso  include  the  same  base  as  found  in  the  current  fiscal  1994  city  budget. 
However,  additional  funds  are  added  to  the  budget  figures  based  on  a reasonable  restoration  of  past  service  cuts 
in  key  departments,  more  funds  to  cover  salary  increases,  adding  50  additional  police  officers  for  a full  year,  40 
firefighters  for  the  last  two  months  of  fiscal  1994,  an  increase  in  non-personnel  accounts  and  the  community 
health  budget  to  restore  some  past  reductions.  Additionally,  increases  have  been  included  for  accounts  such  as 
trash  collections  and  court  settlements  which  dse  expected  to  grow  faster  than  other  expenditures.  These 
additions  to  the  fiscal  1994  budget  acknowledge  that  some  departmental  cuts  that  have  resulted  in  more  efficient 
delivery  of  services  should  be  maintciined. 

FISCAL  1994  ~ REVENUES 

In  fiscal  1994,  revenues  are  projected  to  increase  by  $50.0  million  or  3.8%  over  fiscal  1993  projections.  The 
property  tax  and  state  aid  will  remain  the  primary  revenue  sources  for  the  City.  The  property  tax  will  increase 
to  $622.2  million,  an  increase  of  $31.5  million  or  53%  over  fiscal  1993.  State  aid  is  expected  to  total  $358.2 
million,  an  increase  of  $22.6  million  or  6.7%  over  fiscal  1993  projections.  This  increase  reflects  the  inclusion  in 
the  gener2il  fund  of  $14.4  that  in  fiscal  1993  was  accounted  for  as  external  grants  in  the  School  Department. 
Additionally,  $1.9  million  in  municipal  stabilization  aid  has  been  included  in  the  fiscal  1994  projections.  Hospital 
revenues  are  projected  to  grow  by  $8.4  million  over  fiscal  1993  projections.  Municipal  Medicaid  reimbursements 
aiQ  also  expected  to  contribute  $3.5  million  towards  Boston’s  revenues,  a revenue  source  that  was  not  available 
in  fiscal  1993. 

Offsetting  a portion  of  the  increase  in  revenues  is  a decline  in  the  motor  vehicle  excise  account  of  $7.9  million 
or  263%  over  fiscal  1993.  This  decrease  resulted  from  a large  portion  of  fiscal  1993  motor  vehicle  excise 
collections  being  attributable  to  prior  years.  Several  other  accounts  are  also  expected  to  decline  from  the  prior 
fiscal  year,  due  to  one-time  situations  or  economic  adjustments. 

FISCAL  1994  ~ SPENDING 
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If  the  City  were  to  provide  funds  to  restore  certain  service  levels,  provided  for  new  classes  of  police  officers  and 
firefighters,  as  well  as  salary  increases,  the  Bureau  estimates  fiscal  1994  spending  to  be  $1378  billion,  an  increase 
of  $73.4  million  or  5.6%.  Spending  for  employees  would  grow  by  33%  more  than  what  was  planned  in  fiscal 
1994.  Other  expenditiu-es  would  increase  by  2.3%,  while  employee  benefits  would  increase  by  less  than  1.0% 
more  than  the  planned  budget. 

THE  OUTLOOK  FOR  HSCAL  1995 

Looking  further  ahead  to  fiscal  1995,  the  Bureau  projects  a $25  million  to  $30  million  structural  gap  if  the  City’s 
revenue  and  operating  structure  remains  constant.  Revenue  projections  for  fiscal  1995  assume  the  City  will  not 
reach  the  levy  ceiling  but  hover  just  below  it.  If  the  levy  ceiling  is  reached,  $10.0  million  or  more  would  be  added 
to  the  City’s  structural  gap  in  fiscal  1995. 

nSCAL  1995  ~ REVENUES 

In  fiscal  1995,  total  revenues  are  projected  to  amount  to  $1,409  billion  or  $51.9  million  or  3.8%  over  the  Bureau’s 
fiscal  1994  forecast.  This  increase  in  resources  assumes  that  individual  revenue  accounts  will  grow  somewhat 
in  line  with  inflation.  There  are  some  exceptions  to  this  in  accounts  such  as  pensions,  workers  compensation, 
the  property  tax,  parking  facilities  and  non-recurring  revenues.  These  revenue  sources  depend  on  other  indexes 
or  are  influenced  by  other  factors  in  the  environment. 

nSCAL  1995  ~ SPENDING 

In  fiscal  1995,  the  Bureau  projects  City  spending  to  reach  a high  of  $1,438  billion,  an  increase  of  $60.0  million 
or  4.4%  over  fiscal  1994  expectations.  In  fiscal  1995,  the  Bureau’s  forecast  calls  for  the  purchase  of  90  new 
police  cruisers,  100  new  police  officers  for  a full  year  and  50  for  a half  year,  40  fire  fighters,  salary  increases  for 
dty  employees  consistent  with  contracts  negotiated,  an  increase  in  non-personnel  accounts  and  state  assessments 
of  23%  and  increases  in  medicare  and  health  insurance  amounting  to  5.0%  each.  Where  warranted,  spending 
levels  have  been  increased  for  areas  that  are  expected  to  grow  at  a faster  pace  than  the  majority  of  the  accounts. 
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Recommendations 

The  estimated  structural  gap  facing  the  City  in  fiscal  1994  represents  approximately  of  the  City’s  operational 
budget.  Although  the  percentage  is  relatively  small,  enabling  Boston  to  sustain  the  delivery  of  basic  public 
services  will  require  action  by  both  the  City  and  the  state.  The  City  alone  will  not  be  able  to  solve  this  problem, 
since  over  the  past  four  years  it  has  absorbed  inflationary  growth  of  19%  with  only  a 3%  increase  in  spending 
and  far  less  reserves  and  non-recmring  revenues  are  available.  Pressures  on  spending,  deferred  costs  and  salary 
increases  will  cause  the  gap  to  increase  in  fiscal  1995  and  subsequent  years  with  no  change  in  the  revenue 
structure.  The  state  must  play  a role  in  helping  address  the  fiscal  problems  of  its  capital  city.  The  following 
recommendations  identify  opportunities  for  Boston  to  reduce  the  gap  by  controlling  its  spending  through  more 
productive  use  of  its  available  resources  and  increasing  its  own  revenues.  Suggestions  for  state  action  are  also 
included.  These  recommendations  are  the  catalyst  for  real  change  and  should  serve  as  a blueprint  for  the  next 
Mayor  and  City  Council. 

A.  WHAT  BOSTON  CAN  DO. 

The  1990’s  will  be  a period  of  limited  revenue  growth  for  Boston  and  one  in  which  the  public  exp>ects 
basic  city  services  to  be  provided  effectively  at  a reasonable  cost.  The  economic  reality  of  this  decade 
has  pushed  the  concepts  of  "reinventing  government"  and  "entrepreneurial  government"  as  approaches 
to  delivering  services  more  efficiently  and  cost-effectively.  The  recommendations  offered  represent 
fundaunental  changes  in  how  city  services  <u'e  provided  and  managed,  which  if  fully  implemented  would 
allow  a more  efficient  delivery  of  services  at  a savings  to  the  taxpayer.  The  personal  commitment  of  the 
Mayor  is  essential  to  the  implementation  of  these  recommendations.  More  specific  recommendations 
will  not  be  implemented  successfully  and  will  represent  "tinkering  at  the  edges"  unless  the  Mayor 
commits  to  these  major  chzmges  first.  These  are  practical  recommendations  that  are  being  implemented 
with  positive  results  in  other  major  cities  in  the  country.  The  Mayor  should  adopt  the  following 
recommendations: 

• HUMAN  RESOURCE  MANAGEMENT  — Efficient  personnel  management  is 
critical  to  Boston.  Reflective  of  the  labor  intensity  of  government  services,  the  cost  of 
employee  salaries  and  overtime  represented  62%  of  total  departmental  spending  in 
fiscal  1993.  The  City  should  develop  a performance-based  personnel  system  that  ties 
performance  measures  to  wage  increases  and  promotions.  Changes  in  state  policy 
regarding  Civil  Service  will  enable  Boston  to  assume  more  responsibihty  for  creating 
innovative,  centralized  hiring  and  promotion  policies  that  are  consistently  and  fairly 
applied  and  meet  affirmative  action  needs.  The  integrated  Persoimel/Payroll  system 
should  be  upgraded  to  include  zdl  personnel  functions,  including  the  managing 
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attendance  program.  Job  descriptions  and  job  classifications  need  to  be  brought  up-to- 
date  to  insure  equitable  and  professional  management  of  the  City’s  human  resomce 
operation.  A staff  development  and  training  component  should  be  established  as  part 
of  the  Personnel  Division. 

• COLLECTIVE  BARGAINING  CONTRACTS  ~ ~ Changes  in  employee  work  rules 
and  the  introduction  of  productivity  meastu-es  in  collective  bargaining  agreements  are 
essential  to  the  City’s  effort  to  deliver  services  more  efficiently  and  effectively.  The 
Boston  Water  and  Sewer  Commission  has  already  negotiated  merit  pay  into  three  of 
its  four  employee  contracts,  but  in  the  City  only  one  bargaining  unit  in  the  Public 
Facilities  Department  has  such  a provision.  A performance  evaluation  system  tied  to 
goals  and  objectives  should  be  included  in  contracts  to  determine  merit  pay.  Work 
rules  that  inhibit  a depautment’s  ability  to  deliver  services  efficiently  must  be  changed. 
City  employees  should  understand  that  they  are  expected  by  the  public  to  be  a part  of 
the  solution  by  supporting  changes  that  will  improve  how  services  are  provided  as  part 
of  a reasonable  base  wage  increase.  Supervisors  should  be  trained  to  effectively 
manage  personnel  within  the  rules  of  the  union  contracts,  applying  a system  of 
progressive  discipline.  The  Mayor  should  establish  a commission  to  review  all  union 
contracts  and  report  back  with  recommendations  to  improve  service  delivery  and 
productivity  in  a cost-effective  manner. 

• BUSINESS  TASK  FORCE  ON  MANAGEMENT  AND  PRODUCTIVITY  ~ ~ The 
Mayor  should  appoint  a task  force  of  business  leaders  to  thoroughly  review  dty 
operations  and  recommend  steps  to  strengthen  effective  management  and  improve  the 
productivity  of  the  City’s  delivery  of  services.  While  this  approach  has  been  used  by 
the  Commonwealth  zmd  other  major  cities,  no  such  commission  has  been  created  by 
a Mayor  of  Boston  for  over  20  years.  As  part  of  its  charge,  this  group  should 
determine  whether  each  service  should  continue  to  be  provided  and  if  so  how 
competition  could  be  injected  into  the  provision  of  the  service.  This  approach  has 
been  used  successfully  by  Mayor  Edward  Rendell  of  Philadelphia  and  Mayor  Stephen 
Goldsmith  of  Indiemapolis.  One  issue  that  this  group  should  review  is  how  the  City  can 
improve  its  productivity  through  greater  utilization  of  technology. 

• COMPETITION  IN  SERVICE  DELIVERY  — To  improve  service  efficiency  and 
control  costs,  competition  should  be  introduced  in  all  areas  of  government.  Services 
that  lend  themselves  to  competition  or  "outsoiudng"  should  be  identified  and  bids  sent 
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to  legitimate  sources,  both  city  employees  and  private  companies,  with  the  lowest  bid 
selected.  Where  appropriate,  the  City  should  look  at  areas  where  it  can  work  more 
as  a skilled  purchasing  manager,  than  a service  provider.  Productivity  gains  realized 
from  these  "city-competitive"  contracts  should  be  shared  with  the  employees  in  short- 
term agreements.  Several  city  services  are  currently  contracted  out,  most  notably  the 
collection  and  disposal  of  solid  waste.  Some  obvious  areais  that  should  be  considered 
by  the  Mayor  and  City  Coxmcil  <u‘e:  (1)  public  works  functions  such  2is  the  operation 
and  maintenance  of  the  City’s  three  drawbridges,  (2)  custodial  services  in  the  School 
Department  and  (3)  management  information  services  throughout  the  City. 

• PUBLIC  SAFETY  MANAGEMENT  STUDIES  ~ ~ The  Mayor  should  contract  with 
nationally  recognized  professional  organizations  to  imdertake,  in  separate  studies, 
evaluations  of  the  management  and  operations  of  both  the  Police  and  Fire 
Depau'tments  in  Boston.  The  current  budget  of  these  two  departments  total  $212 
million.  The  purpose  of  these  studies  would  be  to  recommend  greater  efficiencies  in 
each  department’s  management,  organization,  personnel  and  work  practices.  The  last 
major  review  of  the  Fire  Department  was  the  Gage  Babcock  report  in  1969  and  the 
last  such  report  of  the  Police  Department  was  the  Quinn  Tamm  report  in  1%2.  The 
St.  Clair  report  in  1992  focused  on  management  and  supervisory  practices  <md  not  cost- 
saving operational  efficiencies. 

• CONSOLIDATION  OF  DEPARTMENTS  — Improved  service  delivery  and  cost 
efficiency  is  possible  through  the  consolidation  of  departments.  The  Mayor  should 
study  the  feasibility  of  consolidating  the  following: 

• Public  Facilities  WITH  Real  Property 

• Consumer  Affairs  and  Licensing  WITH  Boards  and 
Commissions 

• Minority  and  Women  in  Business  WITH  Auditing 

• Neighborhood  Services  WITH  Mayors  Office  WITH  Safe 
Neighborhoods 

• TRASH  FEE  — The  City  should  pursue  the  implementation  of  a residential  trash  fee 
to  cover  the  escalating  cost  of  trash  removal  and  disposal.  The  Public  Works 
Department  is  responsible  only  for  residential  solid  waste  and  the  current  budget  is  $24 
million.  A trash  fee  for  residents  would  range  from  $7  to  $8  per  month  for  each 
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household  based  on  covering  50%  of  the  cost  of  removal  and  disposzd  in  Boston  or 
about  $12  million  in  Hscal  1994.  The  current  funding  system  is  inequitable  since 
commercial  amd  industrial  properties  pay  70%  of  the  tax  levy  but  receive  no  rubbish 
service.  A trash  fee  would  insure  a faiirer  distribution  of  costs  to  those  who  benefit 
from  the  service. 

• DEPARTMENTAL  GOALS  and  PERFORMANCE  MEASURES  ~ ~ To  improve  the 
City’s  delivery  of  services  to  the  "customers,"  the  Mayor  should  make  a high  priority 
the  strengthening  of  service  measures  to  evaluate  the  performance  delivered  by  each 
department  and  hold  managers  accountable  for  meeting  service  standards.  Boston 
began  the  process  of  developing  departmental  goals  and  objectives  and  establishing 
performance  measures  in  1986.  However,  the  measures  have  not  evolved  satisfactorily 
and  now  other  cities  have  surpassed  Boston  in  measuring  service  performance.  The 
departmental  measures  should  change  from  focusing  on  outputs  (activities)  to 
outcomes  (results)  and  add  qualitative  measures.  Improved  outcome  measures  should 
be  tied  to  strategic  plans  and  resident  surveys  should  become  part  of  the  evaluation 
process. 

• FEES,  FINES  AND  CHARGES  — The  City  should  undertake  a comprehensive  | 
review  of  its  fees  and  fines  structure  to  ensure  that  these  charges  reflect  the  cost  of 
delivering  services  and  that  the  fines  preserve  their  deterrent  effect.  The  last  review  I 
of  the  City’s  fees  and  fines  occurred  in  fiscal  1990. 

• HEALTH  INSURANCE  — The  largest  single  budget  increase  over  the  last  ten  years 
has  been  in  employee  health  insurance,  growing  by  173%,  while  inflation  increased  by 
45%.  The  City  should  expand  cmrent  cost  saving  steps  as  well  as  pursue  additional 
savings  through  changes  in  contract  negotiations.  The  cost  of  dty  employee  health 
insurance,  excluding  charges  for  hospital  and  school  employees,  was  $70  million  in 
fiscal  1993.  Real  savings  in  this  budget  item  will  require  changes  in  the  coverage  jmd 
the  employees’  share  of  the  premiums,  which  are  items  that  have  been  negotiated  in 
collective  bargaining  contracts. 

• FORECLOSED  PROPERTY  — The  City  should  develop  a more  effective  process  for 
disposing  of  foreclosed  properties  as  recommended  by  the  report  of  the  Boston 
Finance  Commission  on  the  tax  foreclosure  process  in  Boston.  The  City’s  current 
process  of  disposing  of  foreclosed  properties  results  in  lower  revenues  and  increased 
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• EMPLOYEE  INVOLVEMENT  — One  of  the  keys  to  successful  implementation  of 
the  recommendations  cited  is  employee  involvement.  City  employees  should  be 
challenged  and  rewarded  for  improving  the  efficiency  of  departmental  operations. 
They  must  facilitate  a new  way  of  operating  Boston’s  dty  government.  Without 
meaningful  involvement  by  city  employees,  most  of  the  recommendations  will  not 
succeed. 

B.  WHAT  THE  STATE  CAN  DO.^^ 

Boston’s  financial  problem  cannot  be  solved  in  a vacuum.  As  the  City  moves  to  improve  its  own 
operations,  state  actions  will  be  necessary  to  insure  that  its  capital  city  \dll  be  able  to  secure  its  own 
financial  health.  The  state  should  consider  the  following  actions: 

• COUNTY  CORRECTIONS  — The  state  should  assume  full  responsibility  for  county 
correctional  services.  Bringing  judicial  and  correctional  services  together  at  the  same 
level  of  government  wotild  allow  for  greater  operational  efficiencies.  For  Boston,  this 
would  mean  a savings  of  $9  million  in  fiscal  1994.  Complete  assumption  of  county 
correctional  services  throughout  Massachusetts  would  cost  the  state  $27  million.  The 
Comptroller  of  the  Commonwealth  recently  indicated  that  the  state  ended  fiscal  1993 
with  a surplus  of  $67.5  million,  of  which  $49.5  million  is  unrestricted.  While  some  of 
these  funds  are  no  doubt  committed,  the  state  should  use  this  source  to  assume 
responsibility  for  correctional  services  in  the  second  half  of  this  fiscal  year. 

Until  the  state  assumes  full  responsibility,  Boston  should  not  pay  a disproportionate 
shcu-e  of  coimty  correctional  costs  than  other  communities  pay.  Currently,  Boston  pays 
for  approximately  25%  of  correctional  costs,  while  the  average  county  assessment  for 
this  purpose  throughout  the  state  is  12%. 

• REGIONALIZATION  OF  SERVICE  — The  state  should  facilitate  efforts  and 
provide  financial  incentives  to  support  the  regionalization  of  services  between  major 
cities  and  surroimding  communities.  Principles  of  economy  of  scale  indicate  that 
regionalization  would  be  beneficial  to  all  communities  involved  in  such  arrangements. 
Boston  could  provide  planning,  development,  treasury,  assessing,  police  and  fire 
services  to  neighboring  communities  for  a profit  £md  still  charge  less  than  the 
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communities  now  pay  for  these  services.  The  Boston  Water  and  Sewer  Commission 
could  provide  its  services  on  a re^onal  basis. 

• LEASEHOLD  AGREEMENTS  — The  Governor  and  Legislature  should  approve 
legislation  that  would  allow  municipalities  to  tax  leasehold  property  on  state  authority 
land.  Commercial  interests  at  Mzissport  that  provide  services  for  air  transportation 
purposes  should  be  exempt  from  taxation.  Such  legislation  would  generate  $8  million 
annually  for  Boston.  Over  40%  of  all  exempt  land  in  Boston  is  owned  by  the 
Commonwealth,  of  which  25%  is  owned  by  its  authorities.  The  ability  to  tax 
commercial  interests  on  authority  land  is  a reasonable  approach  that  will  not  require 
any  transfer  of  payment  from  the  state  or  its  authorities.  The  alternative  would  be  for 
the  City  to  push  for  a larger  payment  directly  from  the  state  for  compensation  for 
providing  services  to  state-owned  property,  a policy  adopted  by  several  other  states. 

• STATE  AND  CITY  FISCAL  RELATIONSHIP  ~ ~ The  state’s  fiscal  relationship  with 
Boston  and  all  municipalities  in  the  Commonwealth  must  be  reexamined.  The  last 
comprehensive  review  of  this  relationship  occiured  in  1990,  with  the  Governor’s  Task 
Force  On  Local  Finances,  chaired  by  John  Hamill.  The  goal  of  the  Task  Force  was 
to  recommend  a structure  for  financing  local  government.  Since  the  report  was 
released,  the  state  has  reduced  local  government  support  and  has  shifted  the  focus  of 
its  additional  local  aid  distribution  to  public  education,  which  has  produced  significant 
changes  in  the  amount  of  discretionary  local  aid  for  mrmicipalities.  Directing 
additional  local  aid  for  school  purposes  has  put  more  of  a burden  on  cities  and  towns 
to  fund  general  government  services.  In  addition,  the  state,  starting  in  fiscal  1994,  has 
shifted  revenues  to  provide  financial  relief  to  water  and  sewer  ratepayers.  These  funds 
might  otherwise  have  been  available  for  discretionary  use  by  mimicipalities.  For  these 
reason,  several  of  the  findings  and  recommendations  made  in  the  Task  Force  report 
are  still  valid  today  md  should  be  reconsidered.  They  are  as  follows: 

(1)  Optional  special  excise  taxes  ~ Additional  local  option  taxes  should  be  authorized 
by  the  Legislature.  Special  excises  would  have  limited  application  among  the  state’s 
cities  and  towns  but  would  be  of  value  to  Boston  and  add  flexibility  to  its  revenue  base. 
Such  excises  could  include  taxes  on  meals,  admissions,  parking  or  an  additional  rate 
of  tax  on  existing  taxes  such  as  the  hotel-motel  excise  tax.  Broad-based  local  option 
taxes  (sales,  income  or  payroll)  are  not  appropriate  revenue  sources  for  Massachusetts 
cities  and  towns,  would  create  problems  for  Boston  and  should  not  be  approved  for 
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local  use. 


(2)  Sharing  of  resources  between  the  state  and  municipalities  ~ A fair  and  equitable 
distribution  of  state  resources  should  be  applied  to  local  aid.  Boston  makes  a 
significant  contribution  to  the  overall  tax  revenue  of  the  state  and  should  share  in  an 
equitable  distribution  of  state  resources.  The  state  has  moved  away  from  its  policy  of 
distributing  local  aid  increases  according  to  a needs-based  formula  with  special 
consideration  for  Boston.  In  the  four  years  prior  to  fiscal  1990,  Boston’s  discretionary 
state  aid  increased  by  an  average  of  $26  million  each  year.  In  fiscal  1994,  however, 
Boston’s  local  aid  increased  by  only  $8.5  million. 

This  year  for  the  first  time  in  five  years,  the  state  provided  additional  municipal 
stabilization  aid  to  cities  and  towns  for  discretionary  use.  The  $20  million  was 
ciUocated  by  the  lottery  formula  and  Boston  received  $1.9  million.  A more  equitable 
formula  should  be  utilized  because  the  lottery  formula  uses  state  determined  equalized 
valuations  to  define  relative  local  resomces.  This  measure  is  less  appropriate  since 
Proposition  2Vz  limits  full  access  to  a community’s  full  tax  base.  Prior  to  fiscal  1990, 
Boston  generally  received  17%  of  local  aid  for  all  municipalities,  but  its  share  of  this 
year’s  municipal  stabilization  aid  using  the  lottery  formula  is  9%. 

(3)  Modification  of  Proposition  2Vi  ~ The  Bureau  has  expressed  concern  about  the 
City’s  inordinate  reliance  on  the  property  tax  and  concern  about  the  impact  of  its  high 
effective  business  tax  rate  on  investment  in  Boston.  For  that  reason,  our 
recommendations  for  state  action  have  focused  on  assumption  of  county  services,  excise 
taxes  and  authority  to  tax  commercial  property  on  state  authority  land.  If  these 
recommendations  dSQ  not  implemented,  the  Bureau  would  recommend  that  the  annual 
limit  on  property  taxes  be  tied  to  a measurable  index  so  that  this  major  source  of 
income  will  respond  to  changes  in  price  or  income.  The  Task  Force  suggested  that  the 
appropriate  measure  would  be  the  U.S.  Department  of  Commerce  index  that  measures 
the  prices  state  and  local  governments  pay  for  goods  and  services  and  that  the  annual 
limit  should  be  based  on  the  average  of  the  three  prior  years.  That  limit  would  have 
allowed  Boston’s  fiscal  1993  tax  levy  to  increase  by  an  additional  $5  million. 
Exempting  the  overlay  reserve  for  abatements  from  the  levy  limit  is  a one-time  benefit 
and  is  far  less  preferable  than  tying  the  annual  limit  to  an  index  which  provides  an 
annual  benefit. 
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APPENDIX  A 


CITY  OF  BOSTON  GENERAL  FUND  REVENUES 
NOMINAL  VS.  CONSTANT  DOLLARS 
FIGURES  IN  000 'S 


X CHANGE  X CHANGE 

FISCAL  CHANGE  OVER  OVER  CHANGE  OVER  OVER 

YEAR  NOMINAL  PRIOR  YEAR  PRIOR  YEAR  CONSTANT  PRIOR  YEAR  PRIOR  YEAR 


1984 

$875,750 

N/A 

N/A 

$875,750 

N/A 

N/A 

1985 

942,612 

$66,862 

7.6% 

898,581 

$22,831 

2.6% 

1986 

1,018,349 

75,737 

8.0% 

937,706 

39,125 

4.4% 

1987 

1,131,072 

112,723 

11.1% 

1,017,151 

79,445 

8.5% 

1988 

1,212,262 

81,190 

7.2% 

1,040,568 

23,417 

2.3% 

1989 

1,287,565 

75,303 

6.2% 

1,052,792 

12,224 

1.2% 

1990 

1,343,629 

56,064 

4.4% 

1,049,710 

(3,082) 

-0.3% 

1991 

1,368,050 

24,421 

1.8% 

1,016,382 

(33,328) 

-3.2% 

1992 

1,324,202 

(43,848) 

-3.2% 

937,157 

(79,225) 

-7.8% 

1993 

1,323,743 

(459) 

-0.03% 

911,042 

(26,115) 

-2.8% 

I 


APPENDIX  B 


COMPARATIVE  STATEMENT  OF  ACTUAL  GENERAL  FUND  REVENUES 
SELECTED  YEARS 
FIGURES  IN  OOO's 


TAX  RATE 

CHANGE 

X CHANGE 

CHANGE 

X CHANGE 

CHANGE 

X CHANGE 

FY  1984 

FY  1989 

FY  1993 

FY84-FY93 

FY84-93 

FY84-89 

FY84-89 

FY89-R93 

FY89-R93 

ROSS  PROPERTY  TAX 

$334,008 

$484,281 

$624,656 

$290,647 

87.0% 

$150,273 

45.0% 

$140,375 

29.0% 

VERLAY 

(20,829) 

(24,276) 

(34,000) 

(13,170) 

63.2% 

($3,447) 

16.5% 

(9,723) 

40.1% 

ET  PROPERTY  TAX 

$313,179 

$460,004 

$590,656 

$277,477 

88.6% 

$146,826 

46.9% 

130,652 

28.4% 

lEPARTMENTAL  REVENUES 

$178,351 

$262,732 

$261,997 

$83,646 

46. 9X 

$84,381 

47. 3X 

(735) 

-0.3X 

CITY 

62,804 

102,759 

100,625 

37,821 

60.2% 

39,954 

63.6% 

(2,133) 

-2.1% 

HEALTH  & HOSPITALS 

112,717 

154,745 

158,000 

45,283 

40.2% 

42,028 

37.3% 

3,255 

2.1% 

SUFFOLK  COUNTY 

2,228 

4,752 

2,851 

624 

28.0% 

2,524 

113.3% 

(1,900) 

-40.0% 

SCHOOL 

602 

476 

520 

(82) 

-13.6% 

(126) 

-20.9% 

44 

9.2% 

TATE  REVENUES 

$289,779 

$430,298 

$356,900 

$67,121 

23. 2X 

$140,519 

48. 5X 

(73,398) 

-17. IX 

.IRCRAFT  FUEL  TAX 

$12,961 

$11,700 

$11,700 

NA 

$12,961 

NA 

($1,261) 

-9.7% 

H.  121A  - PROPERTY  EXCISE 

10,673 

32,513 

23,700 

13,027 

122.1% 

21,840 

204.6% 

(8,813) 

-27.1% 

OTEL/MOTEL  EXCISE 

13,580 

13,000 

13,000 

NA 

13,580 

NA 

(580) 

-4.3% 

OTOR  VEHICLE  EXCISE 

8,588 

25,818 

23,722 

15,134 

176.2% 

17,230 

200.6% 

(2,096) 

-8.1% 

ON-RECURRING  REVENUES 

34,626 

27,463 

16,901 

(17,725) 

-51.2% 

(7,163) 

-20.7% 

(10,562) 

-38.5% 

NVESTMENT  INCOME 

13,403 

22,347 

10,400 

(3,003) 

-22.4% 

8,944 

66.7% 

(11,947) 

-53.5% 

ENSIONS  & ANNUITIES 

1,192 

2,850 

2,200 

1,008 

84.6% 

1,658 

139.1% 

(650) 

-22.8% 

lORKERS  COMPENSATION 

352 

1,450 

1,450 

NA 

352 

NA 

1,098 

311.7% 

THER  REVENUES 

68,325 

874 

11,118 

(57,207) 

-83.7% 

(67,451) 

-98.7% 

10,244 

1172.1% 

OTAL  REVENUE 

$918,115  $1,291,792  $1,323,743 

$405,628 

44. 2X  $373,677 

40. 7X 

$31,951 

2.5X 

lET  PRIOR  YEAR  DEFICITS 

($42,365) 

($4,227) 

$0 

$42,365 

NA 

$38,138 

-90. OX 

$4,227 

-100. OX 

lET  AVAILABLE  FOR  OPERATIONS  $875,750  $1,287,564  $1,323,743  $447,993  51. 2X  $411,814 


47. OX 


$36,179 


2.8X 


APPENDIX  C 


CITY  OF  BOSTON  GENERAL  FUNO  EXPENDITURES 
NOMINAL  VS.  CONSTANT  DOLLARS 
FIGURES  IN  OOO'S 


CHANGE 


FISCAL  YEAR 

NOMINAL 

OVER 

PRIOR  YEAR 

X CHANGE 
OVER  PRIOR  YEAR 

CONSTANT 

CHANGE 

OVER  PRIOR  YEAR 

X CHANGE 
OVER  PRIOR  YEAR 

1984 

$915,488 

N/A 

N/A 

$915,488 

N/A 

N/A 

1985 

955,094 

$39,606 

4.3% 

910,632 

($4,856) 

-0.5% 

1986 

1,011,515 

56,421 

5.9% 

931,504 

20,872 

2.3% 

1987 

1,121,678 

110,163 

10.9% 

1,008,599 

77,095 

8.3% 

1988 

1,205,435 

83,757 

7.5% 

1,035,101 

26,502 

2.6% 

1989 

1,279,763 

74,328 

6.2% 

1,046,133 

11,032 

1.1% 

1990 

1,333,334 

53,571 

4.2% 

1,041,431 

(4,702) 

-0.4% 

1991 

1,365,498 

32,164 

2.4% 

1,014,265 

(27,166) 

-2.6% 

1992 

1,321,557 

(43,941) 

-3.2% 

935,152 

(79,113) 

-7.8% 

1993 

1,323,743 

2,186 

0.17% 

911,052 

(24,100) 

-2.6% 

APPENDIX  D 


DETAIL  OF  OTHER  CITY  DEPARTMENT  EXPENDITURES 
FISCAL  1989-1993 
FIGURES  IN  000 'S 


DEPARTMENTS 

ACTUAL 
R 1989 

ACTUAL 
FY  1990 

ACTUAL 
FY  1991 

FISCAL  1993 
ACTUAL  TAX  RATE 

FY  1992  BUDGET 

FISCAL  1989-93 
CHANGE  X CHANGE 

ADMINISTRATIVE  SERVICES 

17,302 

16,367 

16,494 

12,982 

12,298 

(5,004) 

-28.9% 

ASSESSING 

6,536 

6,160 

5,210 

4,770 

4,630 

(1,906) 

-29.2% 

:iTY  COUNCIL 

2,221 

2,303 

2,279 

2,287 

2,406 

185 

8.3% 

.IBRARY 

21,472 

21,853 

21,819 

20,594 

19,777 

(1.694) 

-7.9% 

lAYORAL  OFFICES 

6,054 

5,418 

5,154 

$7,496 

6,907 

853 

14.1% 

’ARKS  & RECREATION 

12,889 

12,171 

11,486 

9,545 

8,842 

(4,047) 

-31.4% 

’UBLIC  FACILITIES 

19,932 

19,976 

19,208 

15,860 

15,545 

(4.387) 

-22.0% 

’UBLIC  VfORKS 

62,642 

65,724 

65,079 

51,860 

52,075 

(10,567) 

-16.9% 

^EAL  PROPERTY 

8,261 

7,600 

7,083 

6,101 

5,936 

(2,325) 

-28.1% 

IRANSPORTATION 

21,182 

21,322 

22,781 

21,628 

22,905 

1,722 

8.1% 

DTHER  MISCELLANEOUS 

45,517 

42,926 

41,926 

40,082 

35,365 

(10.152) 

-22.3% 

$224,009  $221,821  $218,519  $193,205  $186,686  (37,322)  -16. 7X 


rOTAL  OTHER  CITY 


APPENDIX  E 


PUBLIC  SAFETY  PERSONNEL  COMPARISONS 
FTE'S 


FIRE  DEPARTMENT 

1/1/84 

1/1/89 

1/1/93 

CHANGE 

1/84-1/93 

X CHANGE 
1/84-1/93 

CHANGE 

1/89-1/93 

X CHANGE 
1/89-1/93 

DEPUTY  FIRE  CHIEFS 

12 

13 

14 

2 

16.7% 

1 

7.69% 

DISTRICT  FIRE  CHIEFS 

51 

57 

57 

6 

11.8% 

0 

0.00% 

FIRE  CAPTAINS 

78 

78 

78 

0 

0.0% 

0 

0.00% 

FIRE  LIEUTENANTS 

222 

213 

214 

(8) 

-3.6% 

1 

0.47% 

FIRE  FIGHTERS 

1.223 

1,266 

1,213 

(10) 

-0.8% 

(53) 

-4.19% 

FIRE  ALARM 

64 

77 

72 

8 

12.5% 

(5) 

-6.49% 

CIVILIANS 

72 

91 

88 

16 

22.2% 

(3) 

-3.30% 

TOTAL 

1,722 

1,795 

1,736 

14 

0.8X 

(59) 

-3.29X 

POLICE  DEPARTMENT 

1/1/84 

1/1/89 

1/1/93 

CHANGE 

1/84-1/93 

X CHANGE 
1/84-1/93 

CHANGE 

1/89-1/93 

X CHANGE 
1/89-1/93 

SUPERINTENDENT 

9 

3 

7 

(2) 

-22.22% 

4 

133.33% 

DEPUTY  SUPERINTENDENT 

18 

16 

14 

(4) 

-22.22% 

(2) 

-12.50% 

CAPTAIN 

9 

21 

18 

9 

100.00% 

(3) 

-14.29% 

CAPTAIN  DETECTIVE 

1 

0 

4 

3 

300.00% 

4 

100.00% 

LIEUTENANTS 

49 

46 

41 

(8) 

-16.33% 

(5) 

-10.87% 

LIEUTENANT  DETECTIVES 

9 

0 

27 

18 

200.00% 

27 

100.00% 

SERGEANTS 

129 

222 

158 

29 

22.48% 

(64) 

-28.83% 

SERGEANT  DETECTIVES 

32 

0 

73 

41 

128.13% 

73 

100.00% 

POLICE  OFFICERS/DETECTIVES 

1,579 

1,677 

1,613 

34 

2.15% 

(64) 

-3.82% 

TOTAL  UNIFORMED 

1,835 

1,985 

1,955 

120 

6.54% 

(30) 

-1.51% 

CIVILIAN 

643 

715 

765 

122 

18.97% 

50 

6.99% 

TOTAL 

2,478 

2,700 

2,720 

242 

9.77X 

20 

0.74X 

APPENDIX  F 


DEPARTMENT  OF  HEALTH  AND  HOSPITALS 
PERSONNEL  DETAIL  BY  POSITION 
FULL-TIME  EQUIVALENT  POSITIONS 


CHANGE  X CHANGE  CHANGE  X CHANGE 


POSITION 

1/1/84 

1/1/89 

1/1/93 

1/84-1/93 

1/84-1/93 

1/89-1/93 

1/89-1/93 

PROF.  MIDDLE  MGT. 

N/A 

53.7 

48.6 

48.6 

NA 

(5.1) 

-9.5% 

NURSE  MIDDLE  MGT. 

N/A 

27.0 

8.0 

8.0 

NA 

(19.0) 

-70.4% 

MANAGEMENT 

161.0 

111.1 

111.8 

(49.2) 

-30.6% 

0.7 

0.6% 

TECH/SPECIALISTS 

499.5 

525.7 

531.3 

31.8 

6.4% 

5.6 

1.1% 

REGISTERED  NURSES 

591.5 

704.7 

593.4 

1.9 

0.3% 

(111.4) 

-15.8% 

LICENSE  PRAC.  NURSES 

254.0 

162.1 

99.0 

(155.0) 

-61.0% 

(63.1) 

-38.9% 

ORDERLIES 

444.5 

376.3 

180.9 

(263.7) 

-59.3% 

(195.5) 

-51.9% 

STAFF  PHYSICIANS 

52.0 

52.7 

25.5 

(26.5) 

-51.0% 

(27.2) 

-51.6% 

HOUSE  STAFF 

233.0 

230.6 

231.5 

(1.5) 

-0.6% 

0.9 

0.4% 

PUBLIC  HEALTH  NURSES 

53.5 

58.2 

46.3 

(7.3) 

-13.6% 

(12.0) 

-20.6% 

SERVICE  WORKERS 

691.5 

634.1 

419.3 

(272.2) 

-39.4% 

(214.9) 

-33.9% 

CLERICAL 

719.5 

712.5 

529.8 

(189.7) 

-26.4% 

(182.8) 

-25.6% 

TOTAL 

3.700.0 

3,648.8 

2.825.1 

(874.9) 

-23. 6X 

(823.6) 

-22. 6X 

APPENDIX  G 


SUMKARY  OF  HISTORICAL  CHANGES  TO  CITY’S 
TAX  BASE  ANO  FORECAST  FOR  FY  94  AND  FY  95 


FY  91 

FY  92 

FY  93 

FY  94 

FY  95 

Valuation  date 

01/01/90 

01/01/91 

01/01/92 

01/01/93 

01/01/94 

Market  period 

1989 

1990 

1991 

1992 

1993 

Real  estate  market  trend 

[1] 

decline 

decline 

decline 

decline 

stable 

Boston  revaluation  periods 

stable  tax 

reval ue 

stable  tax 

stable  tax 

revalue 

City's  value  forecast 
Amount  {%} 

decl ine 
-2.1% 

stable 

0% 

Residential  value 
change  from  previous  year 

15.301 

0.4% 

[2]  13.199 

-13.7% 

12.182 

-7.7% 

11.926  [3] 
-2.1% 

11.926 

0% 

Condominium  dwelling 

change  from  previous  year 

5.589 

4.3% 

4.814 

-13.9% 

4.186 

-13.0% 

4.098 

-2.1% 

4.098 

0% 

Commercial  value 
change  from  previous  year 

14.132 

1.2% 

10.252 
-27 . 5% 

9.175 

-10.5% 

8.982 

-2.1% 

8.982 

0% 

TOTAL 

change  from  previous  year 

35.022 

1.3% 

28.265 

-19.3% 

25.543 

-9.6% 

25.007 

-2.1% 

25.007 

0% 

BANKER  AND  TRADESMAN 

[4] 

Residential  value 
% change  from  previous  year [5] 
$ adjusted  value  amount 

-13.9% 

11.371 

-11.5% 

10.059 

-6.1%  [6] 
9.447 

Condominium  dwelling 

% change  from  previous  year 
$ adjusted  value  amount 

-18.0% 

3.949 

-9.5% 

3.573 

-5.3% 

3.385 

Cormercial  value 

% change  from  previous  year 
$ adjusted  value  amount 

-15.3% 

8.680 

-2.0% 

8.509 

0.4% 

8.543 

TOTAL 

% change  from  previous  year 
$ adjusted  value  amount 

-17.8% 

24.000 

-7.7% 

22.141 

-3.5% 

21.375 

[1]  Estimated  during  the  appropriate  market  period  by  the  City  of  Boston. 

[2]  All  dollars  in  billions. 

[3]  As  per  the  City  of  Boston  for  FY  94  & FY95,  all  categories. 

[4]  Banker  and  Tradesman  Real  Estate  Trendline  Report  for  Boston.  Expressed  as  a percent  change  in  medium  price. 
Residential  and  condominium  transfers  are  between  $25,000  and  $1,000,000  and  exclude  foreclosure  deeds. 
Comrercial  includes  all  transfers  above  $25,000  except  foreclosure  deeds. 

[5]  Based  on  the  B & T percent  change  times  the  assessed  value  for  the  category. 

[6]  B & T for  the  first  6 months  of  1993,  all  categories. 

NOTE:  values  exclude  personal  property  which  in  FY  93  was  valued  at  $1.74  billion. 


APPENDIX  H 


ANALYSIS  OF  TAX  EXEMPT  REAL  PROPERTY  IN  BOSTON 
FISCAL  YEAR  1993 


CATEGORY 

NO. 

ITEMS 

EXEMPT  VALUATION 

X OF 
EXEMPT 

X 

TOTAL  CITY 

AREA/  X 

ACRES  EXEMPT  AREA 

X 

CITY  AREA 

.IC 

JNITED  STATES 

93 

$422,107,600 

3.4% 

1.1% 

237.0 

1.9% 

0.9% 

1ASSACHUSETTS 

1,132 

2,325,151,000 

18.7% 

6.1% 

5,182.6 

41.2% 

19.3% 

30STON 

5,391 

5,062,542,000 

40.7% 

13.3% 

4,299.9 

34.2% 

16.0% 

JTHER  PUBLIC 

2 

2,115,000 

0.0% 

0.0% 

0.2 

0.0% 

0.0% 

\L  PUBLIC 

6,618 

$7,811,915,600 

62. 8X 

20. 6X 

9,719.7 

77. 2X 

36. 2X 

/ATE 

.ITERARY 

858 

$1,377,161,200 

11.1% 

3.6% 

896.6 

7.1% 

3.3% 

:HAR.,  BENEV.,  TEMP. 

723 

1,141,944,400 

9.2% 

3.0% 

433.4 

3.4% 

1.6% 

RELIGIOUS 

804 

431,809,000 

3.5% 

1.1% 

1,040.2 

8.3% 

3.9% 

121-A 

496 

1,558,167,700 

12.5% 

4.1% 

282.6 

2.2% 

1.1% 

3THER  PRIVATE 

106 

124,724,200 

1.0% 

0.3% 

214.1 

1.7% 

0.8% 

\l  PRIVATE 

2,987 

$4,633,806,500 

37. 2X 

12. 2X 

2,866.8 

22. 8X 

10. 7X 

AL  TAX  EXEMPT 

9,605 

$12,445,722,100 

100. OX 

32. 8X 

12,586.6 
(19.7  sq. miles) 

100. OX 

46. 8X 

AL  TAXABLE  REAL  PROPERTY 

128,526 

$25,543,475,800 

67. 2X 

14,297.0 
(22.3  sq. miles) 

53. 2X 

AL  TAXABLE  & EXEMPT 
EAL  PROPERTY 

138,131 

$37,989,197,900 

100. OX 

26,883.6 
(42.0  sq. miles) 

100. OX 

APPENDIX  I 


TAX  EXEMPT  PROPERTY  BY  WARD 
FISCAL  1993 


WARD 

ITEMS 

AREA 

LAND 

BUILDINGS 

TOTAL 

1.  EAST  BOSTON 

432 

77,449,889 

321,104,300 

437,687,300 

758,791,600 

2.  CHARLESTOWN 

377 

20,236,188 

154,151,700 

353,687,400 

507,839,100 

3.  BOSTON  PROPER 

705 

15,571,831 

960,865,600 

1,559,885,300 

2,520,750,900 

4.  BACK  BAY,  SOUTH 

381 

13,170,065 

407,760,500 

1,086,568,500 

1,494,329,000 

5.  BACK  BAY 

418 

14,827,574 

644,429,100 

307,086,800 

951,515,900 

6.  SOUTH  BOSTON,  NORTH 

312 

33,911,659 

211,810,700 

220,762,400 

432,573,100 

7.  SOUTH  BOSTON,  SOUTH 

183 

18,476,003 

108,011,000 

219,328,200 

327,339,200 

8.  ROXBURY,  EAST  AND  SOUTH 

660 

10,905,291 

77,934,500 

480,473,100 

558,407,600 

9.  ROXBURY,  CENTRAL 

607 

10,187,170 

74,333,500 

386,544,400 

460,877,900 

10.  ROXBURY,  WEST 

327 

10,846,155 

80,108,000 

308,827,900 

388,935,900 

11.  ROXBURY,  SOUTH,  E6LEST0N  SQ. 

430 

10,158,900 

45,662,200 

181,940,100 

227,602,300 

12.  ROXBURY,  EAST 

427 

27,489,195 

89,239,100 

265,135,000 

354,374,100 

13.  DORCHESTER,  SAVIN  HILL 

521 

23,194,925 

98,001,100 

259,177,200 

357,178,300 

14.  DORCHESTER,  WEST 

902 

20,929,650 

62,940,700 

281,483,500 

344,424,200 

15.  DORCHESTER,  NORTH  CENTRAL 

275 

3,766,090 

18,726,600 

89,210,000 

107,936,600 

16.  DORCHESTER,  SOUTH 

268 

21,682,082 

98,979,200 

131,876,300 

230,855,500 

17.  DORCHESTER,  CENTER 

375 

9,602,096 

37,648,600 

138,188,900 

175,837,500 

18.  HYDE  PARK,  MATTAPAN 

726 

62,871,247 

214,576,500 

256,025,400 

470,601,900 

19.  JAMAICA  PLAIN,  ROSLINDALE 

303 

37,277,914 

155,451,600 

161,902,700 

317,354,300 

20.  WEST  ROXBURY,  ROSLINDALE 

587 

57,800,328 

190,604,800 

225,498,000 

416,102,800 

21.  BRIGHTON,  SOUTH 

216 

19,524,635 

175,986,000 

554,043,400 

730,029,400 

22.  ALLSTON,  BRIGHTON,  NORTH 

173 

28,392,138 

146,278,200 

165,786,800 

312,065,000 

9,605  548,271,025  4,374,603,500  8,071,118,600  12,445,722,100 


TOTAL 


APPENDIX  J 


I 


PAYMEMTS  IN-LIEU  OF  TAXES  (PILOT) 
FISCAL  1984-1993 
IN  MILLIONS 


CHANGE 

BUDGET  FY  1984-1993 


lILOTs 

1984 

1985 

1986 

1987 

1988 

1989 

1990 

1991 

1992 

1993 

$ 

X 

■ALTH/HOSPITALS 

$585 

$1,225 

$1,098 

$2,022 

$1,324 

$2,650 

$1,967 

$2,341 

$3,266 

$2,976 

$2,392 

408.7% 

ASSPORT 

4,870 

5,124 

5,423 

5,522 

5,819 

5,946 

6,018 

6,018 

6,018 

6,018 

1,148 

23.6% 

tFHER  PILOTS 

1,191 

2,647 

1,214 

1,048 

1,902 

1,411 

1,507 

1,320 

1,401 

1,431 

240 

20.2% 

Diversities 

856 

1,042 

1,288 

1,245 

1,373 

1,468 

1,689 

1,772 

1,700 

1,768 

912 

106.5% 

tIBAN  REDEVELOPMENT  6,653 

7,137 

6,576 

7,629 

7,282 

6,386 

9,401 

9,823 

19,371 

7,500 

240 

12.7% 

lAND  TOTAL 

$14,155 

$17,176 

$15,600  $17,467  $17,699  $17,861  $20,582  $21,275 

$31,756 

$19,693 

$5,539 

39.  IX 

lANGE  OVER 

IIOR  YEAR 

NA 

$3,021 

($1,576) 

$1,867 

$232 

$162 

$2,721 

$693  $10,482  ($12,063) 

ERCENT  CHANGE 

NA 

21. 3X 

-9.2X 

12. OX 

1.3X 

0.9X 

15. 2X 

3. 

4X  49. 

3X  -38 

OX 

1993  BOARD  OF  DIRECTORS 


Robert  L.  Beal 

The  Beal  Companies 

Peter  J.  Blampied 

The  Boston  Five  Cents  Savings 

Bank  FSB 

Richard  L.  Britton 

Arnold,  Fortuna,  Lawner  & 

Cabot 

Howard  L.  Carver 

Ernst  <St  Young 

Ferdinand  Colloredo-Mansfeld 

Cabot  Partners 

Elizabeth  G.  Cook 

The  Ad  Club 

Richard  C.  Csaplar,  Jr. 

Day,  Perry  & Howard 
James  A.  Daley 
Daley  Hotel  Group,  Inc. 

John  W.  Delaney 
Hale  And  Dorr 
Ronald  M.  Druker 
The  Druker  Company 
Henry  J.  Ferris,  Jr. 

Cablevison  of  Boston 
Ruth  E.  Fitch 
Palmer  <&  Dodge 
Laurence  D.  Fitzmaurice 
State  Street  Bank  & Trust  Co. 
Lucy  A.  Flynn 
Shawmut  Bank,  NA. 

Herbert  P.  Gleason 
Kearney  & Gleason 
Carol  R.  Goldberg 
The  Avcar  Group,  Ltd. 

Rosalind  Gorin 
H.N.  Gorin,  Inc. 

Jerome  H.  Grossman 

New  England  Medical  Center 

L.  Carl  Gustin 

Boston  Edison  Company 

Edward  C.  Hall 

The  New  England 

John  P.  Hamill 

Fleet  Bank  of  Massachusetts 

Robert  D.  Happ 

KPMG  Peat  Marwick 

Ira  A.  Jackson 

Bank  of  Boston 

Louis  I.  Kane 


Au  Bon  Pain  Co.,  Inc. 

John  F.  Killian 
New  England  Telephone 
Alan  L.  LeBovidge 
Coopers  & Lybrand 
Geoi^e  M.  Lovejoy,  Jr. 
Meredith  & Grew,  Inc. 
Margaret  H.  Marshall 
Harvard  University 
Pamela  McDermott 
McDermott/O’Neill  & 
Associates 
Joseph  M.  Melvin 
Filene’s 

Chester  R.  Messer 
Boston  Gas  Company 
Dell  Mitchell 

Perry,  Dean,  Rogers  & Partners 

Thomas  E.  Moloney 

John  Hancock  Mutual  Life  Ins. 

Lawrence  C.  Moulter 

New  Boston  Garden 

Corporation 

Joseph  E.  Mullaney 

The  Gillette  Company 

Thomas  L.P.  O’Donnell 

Ropes  & Gray 

Joseph  Pennachhio 

Jordan  Marsh 

Sherry  H.  Penney 

University  of  Massachusetts  at 

Boston 

John  H.  Prescott 
New  England  Aquarium 
Mitchell  T.  Rabkin 
Beth  Israel  Hospital 
Marc  Rosen 
AT&T 
John  Ryan 

Ryan,  Elliott  & Co.,  Inc. 

Gary  L.  Saunders 
Saunders  Hotel  Company,  Inc. 
Michael  B.  Sherman 
Whittier  Partners 
Edwin  N.  Sidman 
The  Beacon  Companies 
Micho  F.  Spring 
Sawyer  Miller  Group 


Richard  A.  Soden 

Goodwin,  Procter  & Hoar 

David  B.  Stone 

North  American  Management 

Corporation 

Richard  F.  Syron 

The  Federal  Reserve  Bank  of 

Boston 

Raymond  G.  Torto 
CB  Commercial/Torto 
Wheaton  Research 
Frederick  Van  Veen 
Teradyne,  Inc. 

Ralph  F.  Vemi 

State  Street  Research  And 

Management  Co. 

Robert  J.  Walsh 
The  Prudential  Property 
Company,  Inc. 

Ranne  P.  Warner 
Centros  Properties  USA  Inc. 
Roslyn  M.  Watson 
Watson  Ventures 
Barry  B.  White 
Foley,  Hoag  & Eliot 
Robert  P.  Whitney 
Boston  Thermal  Energy 
Corporation 

BUREAU  STAFF 

Samuel  R.  lyier 
Executive  Director 
Elaine  M.  Dandurand 
Senior  Research  Associate 
Ann  M.  Hess 
Research  Associate 
Diane  Smith 
Executive  Assistant 
Timothy  A.  Hartenstein 
Research  Asst./Northeastem 
University  Co-Op  Program 
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